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To  Friends  of  Financial  History  Subscribers: 

From  John  E.  Herzog 

There  is  good  news  to  tell  you! 

The  Museum  plans  to  open  its  first  permanent  gallery  shortly  after  Easter,  on 
April  28.  We  have  been  working  on  this  for  many  months,  and  we  are  quite  excited. 
The  first  exhibit  will  be  a history  of  the  development  of  the  stock  certificate  from  1840 
to  the  present,  and  I hope  you  will  be  able  to  see  it. 

Those  of  you  who  are  also  members  of  the  Museum  will  be  receiving  an 
invitation  to  the  Members  Preview  of  the  exhibit,  with  a small  reception  and  a well 
known  speaker.  We  are  still  in  the  Charter  Member  period,  so  if  you  would  like  to  join, 
please  let  us  know;  membership  begins  at  $50  per  year,  which  includes  a subscription  to 
Friends.  Please  remember  that  the  Museum  needs  your  ongomg  support,  especially  at 
this  time  of  large  "bricks  and  mortar"  expenses. 

Those  of  you  with  material  you  no  longer  want,  might  consider  gifting  it  to  the 
Museum.  This  helps  to  build  our  reference  collection.  Through  June  30,  tangible  items 
may  be  given  at  their  fair  market  value  now,  with  very  favorable  US  tax  treatment. 
Teachers,  students,  and  the  public  will  benefit  from  your  gifts  on  into  the  future. 

All  the  trustees  are  very  pleased  with  the  plans  for  the  new  Gallery,  and  we  are 
all  looking  forward  to  your  reactions  and  comments. 


Martin  E.  Zweig 
77m*  Zueig  Forecast 
New  York,  NY 


A New  York  State  Regents  chartered  non-profit  educational  and  service  corporation. 
Federal  lax  identification  number  13-3540880.  Slate  tax  identification  number  EX-192349. 
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Letter  from  the  Editor 


SELLING  UNCLE  SAM.  Although  most  of  us  take  the  colossal  market  for  U.S.  Treasury 
securities  for  granted,  it  took  centuries  of  hard  work  and  innovation  for  the  market  to  reach 
its  present  sophistication.  Friends  is  pleased  to  have  an  authoritative  survey  of  the  Treasury 
market,  written  by  Richard  Hoenig,  a former  official  at  the  Federal  Reserve  Bank  of  New  York. 
Turn  to  p.  6. 

MIXED  BLESSING.  The  gabelle,  or  tax  on  salt,  was  one  of  the  most  despised  burdens 
imposed  on  the  French  people  by  their  kings.  It  helped  lead  to  the  French  Revolution,  but  it 
also  helped  finance  the  American  revolution.  Along  the  way,  this  hateful  tax  set  precedents 
for  junk  bonds  and  for  securitization.  See  the  article  by  Laura  Jereski,  a reporter  at  Forbes  , on 

p.  16. 

STRANGE  ECHOES.  In  the  varied  collections  of  the  Museum  of  American  Financial 
History,  we  recently  came  across  several  unusual  items  we  thought  worth  writing  about.  One 
is  an  early  ancestor  of  modern  mutual  funds,  with  a peculiar  twist;  see  p.  20.  Another  is  a letter 
from  an  American  stockbroker  to  his  client,  in  1876,  promising  to  guarantee  the  customer 
against  any  losses  — the  same  practice  that  got  Nomura  and  other  Japanese  brokerages  in  hot 
water  last  year;  see  page  22.  We  also  illustrate  a very  rare  stock-market  graph  from  1881,  showing 
the  strange  patterns  in  the  trading  of  Hannibal  and  St.  Joseph  Railroad  stock;  see  page  24. 

AND  MORE.  As  usual,  we  have  reviews  of  an  old  and  a new  book;  our  language  column 
looks  at  the  origins  of  bond  lingo;  and  we  introduce  a new  feature,  the  Answer  Center,  that 
will  try  to  answer  any  question  relating  to  financial  history  or  artifacts;  see  page  29. 


Jason  Zweig 


THE  COVER:  U.S.  government  poster  promoting  the  2nd  Liberty  Loan  of 
1917.  Courtesy  of  R.M.  Smythe  & Co.,  Inc. 
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Photos  & Prices  by  Yatchman  $14.95  Postpaid:  Also  — CONFEDERATE  AND 
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Letters  to  the  Editor 


MORGAN'S  GHOST 

I thoroughly  enjoyed  Richard 
S.  Wilson's  article  "Morgan's 
Ghost."  His  recitation  of  recent  his- 
tory concerning  these  bonds  be- 
gins in  early  1961  when  Great 
Northern  Railway  & Northern  Pa- 
cific tried  to  merge  — the  same 
year  I began  my  career  on  the  Street. 
I have  known  about  and  followed 
the  prices  and  legal  machinations 
ever  since  then  — and  was  glad  to 
be  brought  up  to  date  by  the  au- 
thor. 

The  issues  were  also  unusual 
in  that  there  was  a "2%  clause" 
requiring  the  company  to  pay  a 
holder's  federal  income  tax  of  up  to 
2%  of  the  interest  coupon.  I won- 
der if  that  requirement  was  elimi- 
nated in  the  11/25/87  settlement? 

I also  once  recall  seeing  (and 
handling)  bearer  $50  pieces  of  the 
3%  issue  due  2047  with  "tiny"  quar- 
terly coupons,  but  none  of  the  ref- 
erences I have  show  bearer  pieces 
of  less  than  $500  outstanding.  Does 
anyone  have  any  record  of  the  baby 
$50  pieces  being  extant?  Perhaps 
the  $100  registered  pieces  were  is- 
sued in  exchange  to  cut  expenses. 

John  Evans 
Clearwater,  FL 


What  happened  to  the  North- 
ern Pacific  Railroad  Company  re- 
organization certificate  of  deposit 
your  readers  were  expecting  to  see 
as  they  read  through  "Morgan's 
Ghost"  in  the  last  issue  (#44)?  You 
ran  the  NP  Railroad  Company's 
$100  gold  land  grant  bond  on  both 
page  7 and  12. 1 think  you  goofed. 

James  Quick 
Manhattan,  NY 

Mr.  Quick: 

Our  apologies  for  this  error,  and 
thanks  for  bringing  it  to  our  attention. 
On  the  upper  right  is  the  illustration 
that  should  have  appeared  on  page  12. 


- Ed. 


Northern  Pacific  Railroad  Company 


Northern  Pacific  Railroad  Company  reorganization  certificate  of  deposit,  in  the  amount  of  10 
shares,  May  18, 1896,  with  an  authorized  J.P.  Morgan  & Co.  signature. 


[Letters  to  the  editor  are  welcome  and  should  be  sent  to  Friends  of  Financial 
History,  26  Broadway,  Room  200,  New  York,  NY  10004-1763.] 


26  Broadway,  New  York,  N.Y.  10004  -1763 
(212)  908-4519 


To  support  our  mission  of  economic  education  and  understanding 
through  the  study  of  America's  financial  development,  the  Museum  of 
American  Financial  History  solicits  gifts  of  your  unwanted  financial  archives, 
books  and  other  items,  for  its  collection  and  for  educational  use. 

Fully  deductible,  carefully  acknowledged. 

Please  write  before  sending  anything. 

Publishers  of  Friends  of  Financial  History, 
a quarterly,  $25  per  year  US,  $35  elsewhere. 

A New  York  State  Regents  chartered  non-profit 
educational  and  service  corporation. 
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They  know  that  in  addition  to  the  products  they  sell  and  the  people  they  employ,  the  biggest 
reason  for  their  success  may  well  be  the  stock  market  they’re  listed  on. 

Consider  a recent  Fortune  magazine  article  which  named  the  100  fastest  growing  companies 
in  America— 66  were  listed  on  one  stock  market:  The  Nasdaq  Stock  Market. 

WHAT  DO  AMERICA’S 

A coincidence?  Not  really. 

You  see,  each  of  these  companies  has  learned  that  Nasdaq's  trading  environment  is  ideal  for 
companies  that  are  anxious  to  grow.  And  grow  last. 

It's  an  environment  in  which  every  company  has  multiple  market  makers  trading  its  stock, 

FASTEST  GROWING 


instead  ot  a single  market  maker  like  a traditional  stock  exchange.  And  because  Nasdaq  market  makers 
select  a company  rather  than  being  assigned,  they  have  more  than  a passing  interest  in  the  performance 
of  that  company’s  stock.  They  stimulate  interest  throughout  the  marketplace  allowing  more  capital  to  be 
raised  at  a lower  cost.  And  they  compete  with  each  other,  further  enhancing  a stock’s  liquidity. 

COMPANIES  KNOW 

It's  a way  of  doing  business  that  has  fueled  the  growth  lor  many  ol  America’s  most  successful 
and  innovative  companies,  including  Microsoft?  MCI?  Apple®  Computer  and  Intel® 

These  companies  though,  arent  the  only  ones  that  have  come  to  recognize  the  advantages  of 
Nasdaq— America’s  fastest  growing  stock  market. 

THAT  YOU  DON’T? 

Nasdaqs  automated  market  making  system  will  become  more  important  as  trading  becomes 

more  global,”  Ernest  Tanner,  Professor  of  Economics,  Tulane  University. 

The  relatively  higher  liquidity  of  Nasdaq  stocks  is  (due)  to  the  interest  of  multiple  market 

makers,”  Professors  Kerry  Cooper  and  John  Groth,  Texas  A&M  University. 

And  Jack  Burke,  Contributing  Editor,  IR  magazine:  The  Nasdaq  Stock  Market  has  married 

technology  to  competition  and  propelled  itself  firmly  into  the  top  ranks  of  the  world’s  equities  exchanges.” 

If  you  re  a serious  investor  interested  in  growth,  at  least  now  NASDAQ 

you  know  more  about  the  stock  market  best  geared  to  provide  it.  The  stock  market  for 

the  next  100  years. 


100  Fastest  Growing  Companies  in  America 


NASDAQ 


AMEX 


Based  on  material  from  Fortune  Magazine.  October  1991 


Selling  Uncle  Sam 

Investors  have  not  always  been  eager  to  bay  U.S.  government  debt. 
Selling  Treasury  bonds  has  taken  incessant  ingenuity. 

By  Richard  H.  Hoenig 


U.S.  T reasury  securities  got  un- 
wanted attention  last  year  when 
Salomon  Brothers  admitted  at- 
tempting to  corner  a chunk  of  the 
market.  After  a burst  of  panic,  the 
world's  largest  securities  market 
quickly  returned  to  normal.  But 
that  was  far  from  the  first  obstacle 
that  the  Treasury  market  overcame 
successfully.  The  history  of  mar- 
keting U.S.  government  debt  is  full 
of  setbacks  and  difficulties  met  by 
determination  and  innovation. 
When  powerful  pools  of  money, 
like  major  banks  and  other  institu- 
tions, were  unwilling  or  unable  to 
lend  enough,  the  Treasury  democ- 
ratized its  borrowing  by  turning  to 
the  common  citizen  for  help.  When 
small  investors  were  reluctant,  the 
Treasury  turned  back  to  the  big 
investors. 

Each  of  the  United  States'  66 
Secretaries  of  the  Treasury  could 
probably  point  to  some  unprec- 
edented tactic  he  used  to  raise 
money.  From  the  pioneering  syn- 
dications of  investment  banker  Jay 
Cooke,  to  the  massive  private  place- 
ment sold  to  J.P.  Morgan  for  $65 
million  in  gold,  to  the  public  sale  of 
Liberty  Loans  with  2%  down  pay- 
ments, the  Treasury  has  brilliantly 
collaborated  with  Wall  Street  to 
foster  financial  creativity. 

The  Constitution  gives  Con- 
gress unlimited  power  to  borrow 
on  the  credit  of  the  United  States. 
Early  on.  Congress  delegated  the 
authority  to  the  president,  who  gave 
it  to  the  Secretary  of  the  Treasury. 
At  first,  foreign  nations  were  the 
only  major  buyers  of  U.S.  debt.  But 
soon,  large  domestic  banks  and 
other  emerging  financial  institu- 
tions, such  as  insurance  compa- 
nies, became  the  biggest  buyers. 

In  the  infancy  of  the  Republic, 
when  the  U.S.  was  considered  a 
risky  investment,  the  Treasury 
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hired  agents  to  sell  its  debt  on  com- 
mission. In  1776,  the  Continental 
Congress  authorized  the  U.S.'  first 
interest-bearing  loan,  $5  million  of 
4%  securities  payable  in  three  years. 
Although  the  interest  rate  was  later 
increased  to  6%,  only  $3.8  million 
was  raised.  So,  in  1779,  Congress 
authorized  a fiscal  agent  in  Hol- 
land to  help  sell  securities  backing 
a French  loan  of  10  million  limes. 
Between  1782  and  1788  the  Trea- 
sury hired  agents,  at  commissions 
of  3 1/2%  to  8%,  to  help  peddle 
debt  to  foreigners.  An  estimated 
85%  of  the  cost  of  the  War  of  1812 
was  financed  by  borrowing,  again 
assisted  by  the  selling  skills  of  com- 
missioned agents.  As  a further  in- 
centive the  minimum  bond  was 
reduced  to  $25,000  from  $100,000. 

After  cutting  the  authorized 
commission  to  just  1/10  of  1%,  the 
Treasury  discontinued  the  use  of 
agents  in  the  early  1840s.  But  the 
practice  was  revived  during  the 
Civil  War,  when  the  need  for  debt 
financing  was  colossal.  Not  until 
the  end  of  the  19th  Century  did  the 
Treasury  begin  selling  debt  directly 
to  the  public. 


Before  the  Civil  War  the  Trea- 
sury paid  little  attention  to  indi- 
viduals as  a source  of  funding.  But 
the  unparalleled  cost  of  the  war- 
which  consumed  an  estimated  74% 
of  the  gross  national  product- 
forced  the  government  to  try  to  pry 
open  the  wallets  of  its  own  citizens. 
The  T reasury  had  the  good  sense  to 
privatize  the  effort,  enlisting  the 
brilliant  Philadelphia  investment 
banker  Jay  Cooke.  With  masterful 
marketing,  and  marshalling  an 
army  of  about  2,500  sub-agents, 
Cooke  aroused  public  support  for 
the  federal  government's  efforts. 
In  thousands  of  newspaper  adver- 
tisements, in  posters  and  handbills, 
in  circulars  and  articles,  in  emo- 
tional tracts  such  as  one  called  "The 
Best  Way  To  Put  Out  Money  on 
Interest,"  Cooke  fought  and  won  a 
war  that  was  perhaps  as  important 
as  the  one  being  fought  on  the  battle- 
field. He  turned  the  citizen  who 
could  not  take  up  arms  into  a new 
kind  of  warrior.  As  Henrietta 
Larson  wrote,  "He  showed  that  the 
path  of  duty  and  support,  as  well 
as  the  road  to  riches,  led  to  the 
subscription  office."  Before  the 


This  coupon,  from  one  of  the  5-20  "baby  bonds " sold  by  Jay  Cooke  in  1862,  earned  its  owner 
$1.50  on  a $50  total  investment. 


1 S. 4 PER  CENT.  FUNDED  LOAN  OF  1907. 


SUBSCRIPTIONS 

FOR  THE 

FOUR  PER  CENT.  RONDS 

Authorized  by  acts  of  July  14.  1870.  and  January  20,  1871. 

Will  be  Received  by  the  Secretary  of  the  Treasury 

TTNTTTT . FURTHER  NOTICE, 

AT  PAR  AND  ACCRUED  INTEREST,  IN  COIN. 


The  bonds  are  of  the  following  denominations,  namely  Coupon  Bonds  of  $50  $100.  $600. 
and  $1,000.  and  Registered  Bonds  of  $50  $100  $600  $1,000.  $5,000  and  $10,000  bear  interest, 
payable  quarterly,  on  the  first  day  of  January  April.  July,  and  October  of  each  year,  and  are 
redeemable  July  1.  1907  are 

EXEMPT  FROM  THE  PAYMENT  OF  TAXES 

OR  DUTIES  TO  THE  UNITED  STATES.  AS  WELL  AS  FROM  TAXATION  IN  ANY  FORM 
bv  or  under  State,  municipal,  or  local  authority 

These  bonds,  upon  receipt  of  payment,  will  be  transmitted,  free  of  charge  to  the  subscribers, 
and  a commission  of  one  fourth  of  one  per  cent  will  be  allowed  upon  the  amount  of  subscriptions, 
but  no  commission  will  be  paid  upon  any  single  subscription  less  than  $1,000 

Applications  must  specify  the  amount  ana  denominations  required  and.  for  Registered  Bonds, 
the  full  name  and  post  office  address  of  the  person  to  whom  the  bonds  shall  be  made  payable 
Interest  on  the  Registered  Bonds  will  be  paid  by  check,  issued  by  the  Treasurer  of  the  United 
Stales,  to  the  order  of  the  payee,  and  mailed  to  his  address  The  check  is  payable  onprescutation. 
properly  endorsed,  at  the  offices  of  the  Treasurer  and  Assistant  Treasurers  of  the  United  States 
Payments  for  the  bonds  may  be  made  in  coin  at  the  offices  of  the  Treasurer  of  the  United 
States  at  Washington,  or  Assistant  Treasurers  at  Baltimore.  Boston.  Chicago.  Cincinnati  New 
Orleans  New  York.  Philadelphia.  St  Louis,  and  San  Francisco,  where  forms  of  application 
therefor  may  be  obtained 

For  the  convenience  of  subscribers,  the  Department  will  also  receive,  in  lieu  of  coin,  called 
bonds  of  the  United  States,  coupons  past  due  or  maturing  within  thirty  days,  and  gold  and  sil 
ver  certificates  of  deposit,  and  coin  drafts  on  New  York  lor  the  amount  of  their  proceeds 

Amtnffeiuaau  have  been  perfected  also  with  the  Nitioual  Bank  ot  Commerce  ot  New  York,  a public  depos 
ttory  whereby  currency  draft*  can  be  received  by  the  SECRETARY  OF  THE  TREASURY  on  account  of  sub- 
scriptions to  the  Four  j»er  cent  Loan  and  the  coin  value  thereof  on  the  day  of  collection  in  New  York  will  tie 
credited  to  the  subscriber  Any  amount  beyond  what  is  required  m payment  of  the  bonds  will  lie  returned  to 
an  been  hers  by  bank  draft  with  a lull  statement  of  the  transaction.  The  coin  and  currency  draft*  mentioned 
should  be  drawn  in  favor  of  the  Secretary  of  the  Treasury 

TREASURY  DEPARTMENT.  JOHN  SHERMAN. 

Huh mftmm.  It  I'..  •MmrcA  <•,  1MTN.  Serrrlarg  mj  ikr  Trtmewry. 


lay  Cooke's  democratic  distribution " lived  on,  as  this  broadside  from  1S7S  shows. 


Civil  War  the  nation's  credit  stand- 
ing had  already  fallen,  with  Con- 
gress failing  to  raise  adequate  rev- 
enue; maturing  debt  had  to  be  fi- 
nanced bv  further  borrowing.  One- 
year  notes  were  used  extensively, 
which  kept  the  Treasury  in  a frenzy 
of  refinancing.  By  1862,  the  war 
had  depleted  the  Treasury's  bal- 
ances. So  the  government  at- 
tempted to  market  a new  series  of 
6%  bonds  callable  in  5 years,  ma- 
turing in  20,  nicknamed  “five-twen- 
ties." Salmon  P.  Chase,  the  Secre- 
tary of  the  Treasury,  was  opposed 
to  selling  the  bonds  in  Europe  and 
felt  strongly  that  they  should  be 
offered  at  par  to  save  the  govern- 
ment money. 

But  the  effort  failed,  so  in  early 
1862  the  Treasury  asked  Cooke, 
already  a commissioned  agent,  to 
help  sell  the  five-twenties.  He  took 
full  responsibility  for  sub-agents, 
advertising,  collecting  for  sales,  and 
distributing  bonds  to  buyers.  His 
commission  was  1/2  of  \%  on  the 
first  SI 0 million  in  sales  and  3/8  of 
1%  on  sales  over  $10  million;  he 
paid  all  expenses.  Between  Octo- 
ber, 1862,  and  late  January,  1864, 
Cooke  masterminded  the  sale  of 
some  $361  million  out  of  a total 
$510  million  in  6%  government 
bonds. 

What  made  him  such  a wiz- 
ard? Cooke  knew  the  world  of  fi- 
nance intimately.  He  began  as  a 
clerk  in  a Philadelphia  brokerage 
firm  before  he  was  18.  The  next 
year,  in  1840,  he  became  one  of  the 
country's  earliest  financial  report- 
ers, writing  a column  for  the  Phila- 
delphia Daily  Chronicle.  Bv  I860  he 
had  his  own  private  banking  house 
in  Philadelphia,  Jay  Cooke  & Co. 
The  small  firm  had  a big  edge:  Jay's 
brother,  Henry,  was  a close  friend 
of  Secretary  Chase. 

After  successfully  helping 
Pennsylvania  sell  a 6%  loan.  Jay 
Cooke  came  to  believe  that  a weli- 
tuned  patriotic  appeal  could  at- 
tract enormous  public  investment 
in  federal  bonds.  He  favored 
"democratic  distribution"  of  gov- 
ernment securities  for  four  main 
reasons:  small  investors  were 
highly  susceptible  to  an  appeal 
based  on  patriotism;  thev  were 
more  likely  than  institutional  own- 


ers to  hold  bonds  until  maturity; 
widespread,  gradual  sales  would 
not  seriously  upset  the  financial 
system;  and  a greater,  more  demo- 
cratic financial  interest  would  se- 
cure the  loyalty  of  the  masses  to  the 
Northern  cause. 

It  took  Cooke  months  to  start 
educating  small  investors  and  to 
convince  them  of  the  value  of  the 
bonds.  In  a shrewd  innovation,  he 
had  the  securities  broken  up  into 
digestible  denominations  as  small 
as  $50  — what  would  today  be 
called  "baby  bonds."  Cooke  also 
built  his  own  distribution  network. 
He  selected  the  campaign  leaders, 
directed  the  advertising,  and  did 
almost  everything  else.  In  another 
keen  move,  he  publicized  the  daily 
sales  reports  of  his  traveling  agents, 
making  the  securities  and  their 


prices  almost  as  familiar  to  the 
public  as  baseball  box  scores  would 
later  become.  Charismatic  and  cre- 
ative, Cooke  wrapped  his  cam- 
paign in  the  flag  as  brilliantly  ns 
any  presidential  candidate.  By  the 
end  of  the  war  he  was  a household 
name. 

The  sale  of  the  five-twenties 
earned  Cooke  nearly  $450,000  in 
commissions  from  the  Treasury. 
After  deducting  expenses,  claimed 
Cooke,  he  netted  about  $220,000, 
or  just  over  1/16  of  1%  — a small 
fee  for  helping  to  save  the  Union. 

Thirty  years  later,  the  Trea- 
sury turned  to  another  great  pri- 
vate banker,  John  Pierpont  Mor- 
gan, to  help  restore  the  U.S.'  rap- 
idly disappearing  supply  of  gold. 
With  the  federal  government  run- 
ning operating  deficits,  the  Trea- 
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sury  was  being  forced  to  use  gold 
to  fund  current  expenditures. 

To  settle  trade  balances,  credi- 
tors were  presenting  notes  for  re- 
demption in  gold.  And  the  Trea- 
sury was  obligated  to  redeem  out- 
standing greenbacks  in  gold,  then 
return  them  to  circulation,  where 
they  remained  contingent  claims 
on  the  gold  supply.  As  word  of  a 
shortage  of  gold  spread,  the  public 
grew  jittery  and  began  hoarding  it 
in  case  gold  payments  were  sus- 
pended. 

The  administration  of  Presi- 
dent Grover  Cleveland  had  tried  to 
clog  the  drain.  In  1894,  the  Trea- 
sury sold  two  bond  issues  for  gold. 
In  January,  1895,  President  Cleve- 
land asked  Congress  for  authority 
to  cancel  greenbacks  and  to  sell 
more  bonds  for  gold.  At  the  end  of 
January,  while  Congress  dithered, 
the  gold  reserve  fell  to  an  alarm- 
ingly low  $45  million.  At  the  sug- 
gestion of  August  Belmont,  an  in- 
fluential investment  banker,  an  of- 
ficial from  the  Treasury  discussed 
the  gold  problem  with  J.P.  Mor- 
gan. Morgan  was  willing  to  raise 
gold  abroad  for  the  U.S.  if  the  Trea- 
sury would  make  a private  con- 
tract with  him.  But  Secretary  John 
G.  Carlisle  feared  that  such  a move 
would  cause  a public  uproar,  so  he 
resisted.  Morgan,  who  felt  that 
another  public  offering  of  bonds 
would  fail,  persuaded  the  Trea- 
sury to  delay  a decision  while  he 
met  with  President  Cleveland. 

On  February  7, 1895,  Congress 
defeated  the  President's  greenback 
proposal.  Reluctantly,  Cleveland 
decided  to  hire  Morgan  on 
Morgan's  terms,  since  there  was 
no  alternative  but  to  suspend  gold 
payments.  The  next  day,  the  Trea- 
sury signed  a six-month  contract 
with  J.P.  Morgan  & Co.  and  Au- 
gust Belmont  & Co.  (the  U.S.  agent 
for  Europe's  powerful  Rothschild 
interests),  which  headed  a 61 -mem- 
ber syndicate.  The  government  re- 
ceived $65.1  million  in  gold  in  ex- 
change for  $62.3  million  of  4%,  30- 
year  bonds. 

The  syndicate  paid  104.5  cents 
on  the  dollar  for  the  bonds,  for  a 3 
3/4%  yield.  They  were  quickly 
oversubscribed  when  Morgan's 
syndicate  reoffered  them  for  1 1 2.25, 


and  the  market  price  soon  hit  123. 
At  a time  when  4%  bonds  maturing 
in  less  than  15  years  were  selling  at 
111,  the  Treasury  had  given  the 
Morgan  syndicate  a sweet  deal  by 
charging  just  104.5  for  the  new  is- 
sue. But,  in  return,  the  syndicate 
agreed  to  obtain  half  of  the  1.75 
million  ounces  of  gold  in  Europe, 
so  that  the  domestic  gold  shortage 
would  not  be  aggravated.  To  con- 
trol the  influx  of  gold,  no  more  than 
300,000  ounces  could  be  delivered 
from  Europe  each  month.  Addi- 
tionally, the  members  agreed  to 
abstain  from  drawing  gold  on  the 
Treasury  for  the  six  months  of  the 
contract.  In  effect,  the  private  bank- 
ers assumed  the  government's  ob- 
ligation to  protect  the  national  gold 
reserve. 

The  agreement  also  limited  the 
export  of  gold  through  the  foreign 
exchange  markets.  T o eliminate  the 
need  to  remit  gold  abroad,  the 
members  of  the  syndicate  paid 
many  of  their  accounts  with  drafts 
drawn  on  London  banks;  instead 
of  redeeming  those  drafts  in  Lon- 
don with  gold,  the  correspondent 
firms  used  their  credit  in  the  Lon- 
don money  market. 

This  "remarkable  experiment" 
succeeded  at  first;  gold  exports  and 
gold  withdrawals  from  the  Trea- 
sury declined  to  a minimum.  By 
late  June,  U.S.  gold  reserves  were 
back  up  to  $100  million,  and  the 
syndicate  was  able  to  keep  gold 
exports  dammed  up  for  about  six 
months.  But  the  Morgan  plan  could 
only  work  if  the  demand  for  funds 
drawn  against  New  Y ork  remained 
low  and  if  every  party  with  close 
European  banking  connections  con- 
tinued to  cooperate. 

In  July,  however,  a New  York 
coffee  importer  offered  pounds  in 
the  sterling  market  at  slightly  be- 
low the  syndicate's  fixed  price  of 
$4.90.  The  importer  sold  sterling, 
presented  the  legal  tender  received 
for  the  sterling  to  the  Treasury  for 
redemption  in  gold,  then  shipped 
the  gold  to  London  against  its  New 
York  sterling  sales.  As  soon  as  that 
shipment  squirted  through,  the 
gold  dam  burst.  In  the  second  half 
of  1895,  some  $65  million  in  gold 
was  exported,  and  by  yearend  the 
U.S.  gold  reserve  had  dwindled 


$63  million.  In  January,  1896,  it 
shrank  to  $50  million.  The  currency 
and  bond  markets  had  already 
reached  a level  of  activity  and  so- 
phistication that  made  it  difficult 
for  any  syndicate,  no  matter  how 
powerful,  to  hold  back  the  enor- 
mous forces  of  supply  and  demand . 

When  the  U.S.  entered  World 
War  I,  the  Treasury  took  some  cues 
from  Jay  Cooke.  With  several  re- 
markable innovations,  the  govern- 
ment began  drawing  on  the  huge 
pool  of  individuals'  savings.  With 
tax  receipts  and  bank  borrowings 
falling  far  short  of  funding  the  high 
costs  of  war,  the  need  for  public 
financing  was  dire.  So  the  Treasury 
again  decided  upon  a direct  patri- 
otic appeal  to  the  public.  The  goal 
was  to  alert  every  man,  woman 
and  child  to  what  Treasury  Secre- 
tary William  G.  McAdoo  called  the 
privilege  of  serving  themselves  and 
their  country  by  depositing  their 
savings  in  the  safest  securities  in 
the  world.  "I  look  upon  the  war 
savings  campaign,"  he  wrote,  "as 
possessing  the  most  wholesome 
benefits  to  the  American  people 
and  producing  fundamental  con- 
ditions that  will  be  of  immense 
help  in  financing,  as  well  as  in  suc- 
cessfully prosecuting,  the  war." 

Despite  the  wave  of  patriotism 
that  swept  the  country  after  the 
war  declaration,  the  general  public 
knew  little  about  government  se- 
curities. So  the  Treasury  enlisted 
the  help  of  everyone  who  could 
spread  the  word.  Besides  private 
and  commercial  banks,  manufac- 
turing companies,  department 
stores  and  other  businesses  also 
volunteered  to  distribute  and 
gather  bond  applications.  Liberty 
Loan  committees  were  formed  in 
thousands  of  cities  and  towns,  led 
by  Chambers  of  Commerce  and 
other  civic  groups  that  rose  to  the 
challenge.  The  T reasury  used  news- 
papers, advertising  firms  and  press 
associations  to  spread  the  word, 
often  in  free  "public  service"  ads. 

But  the  campaign,  while  suc- 
cessful, was  full  of  controversy. 
The  Treasury  got  wildly  different 
advice  on  the  terms  of  financing. 
Leading  bankers  almost  unani- 
mously advised  a first  issue  no 
larger  than  $1  billion,  but  sug- 
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Every  day,  more  and  more  collectors  discover 
the  New  World  of  American  Bank  Note 
Commemorative  products.  Souvenir  cards,  all 
produced  from  exquisite  steel  engravings  in  the 
vast  ABN  archives.  The  incomparable  Archive 
Series,  an  engraving  enthusiast's  dream  come 
true.  New  and  distinctive  albums.  Engraved 
note  cards.  These  are  just  some  of  what 

we  offer  collectors. 


We  would  like  to  send  you  our 
new  Product  Catalog  at  no  charge. 
It  details  our  current  offerings  and 
illustrates  all  of  the  1991  issues. 
Request  your  free  copy  today! 


Our  1992  Souvenir  Card 
Program  is  available  through 
a series  subscription.  Write 
or  call  today  for  details. 


1-800-533-ABNC 


Begin  your  voyage  of  discovery 
today.  You'll  find  there's  a New 
World  of  collecting  waiting  for 
you  just  over  the  horizon! 


W. fev 


Discover 
a New  World 
of  Collecting! 


□ 


I'd  like  to 
receive  my  free 
copy  of  the  new 
ABNC  Product 
Catalog. 

Please  send  it 
to  me  today! 


YES!  CYES! 


I'd  like  to  know 
more  about  the 
1 992  Souvenir 
Card  Series 
Subscription. 
Please  send 
me  additional 
information. 


American  Bank  Note  Commemoratives 

7 High  Street,  Suite  412,  Huntington,  NY  1 1743 

Please  send  me  the  information  I've  checked  at  the  left. 

NAME 

ADDRESS 


TOWN 

STATE 


ZIP 


American  Bank  Note  Commemoratives  is  exclusively  represented  by  Paul  W.  Schmid.  Inc 


In  World  War  I,  corporations  got  in  on  the  act,  turning  subscriptions  to  Liberty  Bonds  into  intramural  competitions.  Bethlehem  Steel  pitted  all  of  its 
plants  against  each  other,  challenging  each  group  of  workers  to  raise  more  money  than  the  others. 


gested  interest  rates  of  up  to  6%. 
McAdoo,  frustrated  by  “much  con- 
fusion of  counsel,"  went  with  his 
intuition,  which  told  him  to  keep 
the  government's  costs  as  low  as 
possible. 

Just  18  days  after  the  declara- 
tion of  war,  on  April  24, 1917,  Con- 
gress passed  the  First  Liberty  Loan 
Act,  which  authorized  the  Trea- 
sury to  borrow  up  to  $5  billion  at 
3.5%  — a rate  so  low  that  many 
experts  thought  the  issue  would  be 
a complete  flop.  Three  weeks  later, 
the  Treasury  called  for  subscrip- 
tions at  par  for  $2  billion  of  3.5% 
bonds,  redeemable  in  15  years  and 
maturing  in  30.  In  a brilliant  popu- 
list move,  denominations  were  set 
as  low  as  $50.  Even  that  small  de- 
nomination was  made  marketable, 
so  working-class  citizens  could  sell 


their  bonds  if  they  chose  — just  as 
the  wealthiest  investors  had  always 
been  able  to  do.  The  highest  de- 
nomination was  set  at  $100,000. 

In  another  sales  incentive,  the 
bonds  were  made  exempt  from  all 
taxes  except  estate  and  inheritance 
levies.  (The  Federal  income  tax  had 
been  enacted  just  four  years  be- 
fore.) An  unusual  "conversion"  fea- 
ture granted  owners  the  right  to 
convert  their  securities  into  any 
bonds  (not  short-term  obligations) 
the  T reasury  might  issue  before  the 
end  of  the  war  at  interest  rates 
higher  than  3.5%.  That  feature  was 
a good  deal  for  both  the  borrower 
and  the  lenders,  since  it  attracted 
immediate  funding  for  the  govern- 
ment but  also  assured  investors 
that  they  were  not  "locked  in"  to 
low  rates.  In  fact,  the  four  later 


series  of  war  loans  all  carried  higher 
interest  rates  than  3.5%,  so  conver- 
sions were  common. 

Despite  the  pessimistic  advice 
received  by  the  Treasury,  sales 
were  so  rapid  that  the  Bureau  of 
Engraving  and  Printing  could  not 
keep  up  with  the  demand  for  en- 
graved bonds,  so  the  Federal  Re- 
serve Banks  issued  7.5  million  in- 
terim certificates.  The  first  Liberty 
Loan  was  a tremendous  success. 
When  the  books  closed  on  June  15, 
after  a one-month  deluge  of  sub- 
scriptions, the  Treasury  had  re- 
ceived $3,035,226,850  of  orders  — 
an  oversubscription  of  more  than 
50  per  cent!  In  one  month  the  Trea- 
sury raised  more  than  it  had  dur- 
ing the  entire  Civil  War.  The  gov- 
ernment estimated  that  4 million 
individuals  subscribed  to  the  first 
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Liberty  Loan  and  that  about  99%  of 
the  subscriptions  were  for  denomi- 
nations between  $50  and  $10,000. 

One  reason  for  the  remarkable 
response  was  a simple,  elegant  in- 
novation by  the  Treasury.  Inves- 
tors were  allowed  to  buy  the  bonds 
by  making  a 2%  down  payment, 
then  paid  for  the  rest  in  install- 
ments. The  installment  payments 
were  designed,  according  to  Trea- 
sury Secretary  McAdoo,  "to  facili- 
tate the  necessary  transfers  of  credit 
with  the  least  disturbance  to  the 
money  market  and  to  accommo- 
date subscribers."  After  their  2% 
down  payment,  subscribers  paid 
18%  of  the  principal  amount  on 
June  28,  20%  on  July  30,  30%  on 
Aug.  15,  and  the  last  30%  on  Aug. 
30.  (For  another  payment  sched- 
ule, see  the  poster  in  Russian  on 

p.12) 

By  the  fall  of  1917  the  proceeds 
of  the  first  loan  were  exhausted. 
On  September  24,  Congress  autho- 
rized the  Treasury  to  sell  up  to  $2 
billion  in  war  savings  certificates. 
So  that  all  savers,  "however  small 
their  means,"  could  "assist  the  gov- 
ernment in  financing  the  war,"  the 
Treasury  came  up  with  a strikingly 
democratic  idea.  For  just  25  cents, 
citizens  could  buy  thrift  stamps  at 
post  offices,  banks  and  other  loca- 
tions, then  save  them  on  a free 
thrift  card.  A card  filled  with  16 
thrift  stamps  ($4  worth)  could  be 
exchanged  for  one  war  savings 
stamp;  the  owner  had  to  pay  only 
the  difference  between  $4  and  the 
price  of  the  war  saving  stamp, 
which  ranged  from  $4.12  to  $4.23. 
Each  war  savings  stamp  was,  in 
effect,  a miniature  zero-coupon 
bond,  since  it  paid  no  current  inter- 
est but  was  worth  $5  at  maturity  on 
Jan.  1,  1923. 

After  collecting  20  war  savings 
stamps,  an  investor  got  a $100  sav- 
ings certificate,  a full-fledged  obli- 
gation of  the  U.S.,  paying  roughly 
3%  and  maturing  in  five  years.  In- 
dividuals could  hold  up  to  $1,000 
(maturity  value)  in  certificates, 
which  could  be  redeemed  early 
with  interest.  The  stamps  were  is- 
sued from  December,  1917, 
throughout  1918,  and  while  the 
amounts  sound  piddling,  the  pro- 
gram raised  an  astonishing  $1.6 


billion— enough  to  fund  nearly  5% 
of  the  total  costs  of  the  war. 

In  all,  four  Liberty  Loan  drives 
and  one  Victory  Loan  campaign 
raised  $21.5  billion.  Thus,  in  small 
voluntary  increments,  the  U.S.  pub- 
lic financed  most  of  the  nation's 
wartime  expenditures,  which  are 
estimated  at  $30  billion. 

One  of  the  T reasury 's  most  suc- 
cessful  ventures  in  marketing  U.S. 
debt  involved  neither  private  bank- 
ers nor  bonds  themselves.  Today 
few  investors  could  picture  the 
Treasury  raising  funds  or  the 
money  market  operating  efficiently 
without  Treasury  bills  (also  known 
as  "The  Next  Best  Thing  to 
Money").  But,  for  the  nation's  first 
150  years,  T-bills  did  not  exist— 
even  though  there  are  more  than 
$500  billion  of  them  now  outstand- 
ing. The  instrument  that  the  T-bill 
replaced,  the  certificate  of  indebt- 
edness, was  a cornerstone  of  Fed- 
eral finance  for  more  than  a cen- 
tury, but  it  disappeared  on  Aug. 


15,  1967,  virtually  without  notice. 

Certificates  of  indebtedness,  or 
"C  of  Is,"  were  negotiable  short- 
term government  obligations  that 
usually  earned  interest  and  gener- 
ally had  a definite  maturity,  mostly 
one  year  or  less.  Long  ago  they 
were  frequently  accepted  as  pay- 
ment for  taxes  or  for  purchases  of 
bonds  or  public  land.  The  interest 
or  principal  was  often  secured  by 
certain  tax  revenue  or  loan  pro- 
ceeds; and  they  were  often  accepted 
as  legal  tender.  Sometimes  C of  Is 
were  intended  for  sale  to  banks, 
but  they  were  usually  issued  in  a 
wide  range  of  denominations  to 
encourage  public  purchases. 

The  government  has  always 
used  short-term  borrowing  to  cover 
budget  deficits,  to  tide  it  over  till 
tax-collection  time,  to  renew  ma- 
turing debt  or  in  anticipation  of 
long-term  borrowing.  Short-term 
debt  can  be  essential  in  times  of 
turmoil,  since  lenders  will  demand 
prohibitively  high  rates  on  longer- 


UNITED  STATES  GOVERNMENT 
Thrift  Card 

Take  good  care  of  your  Thrift  Card.  If  your  Thrift  Stamps  are  on  sale  at  post  offices. 

Thrift  Card  is  Inst  the  money  paid  tor  stamps  banks,  trust  companies,  and  other  author- 

can  not  be  recovered.  ized  agencies. 

A fez  only  25-ccnt  U.  S.  Government  Thrift  Sicfnfn  in  iptrn  brlow.  Doaoluw  Postage  Stamp*. 


* 

Many  a little 
makn  a mickle. 

13 

Save  and  have. 

10 

,4 

Saving  create* 

Great  oak*  from  little 

independence. 

acorns  grow. 

11 

15 

Thrift  begini  with 

Waste  not; 

little  saving*. 

want  not. 

12 

16 

Money  placed  at  internet 
works  day  and  night— 

Learn  economy  and  you 
start  on  the  road  to  success. 

in  wet  and  dry  weather. 

Important.  When  you  have  affixed  the  sixteen  2 5 -cent  U.  S.  Government  Thrift  Stamps  representing 
$4,  take  this  card  to  a post  office,  bank,  or  other  authorized  agent,  pay  the  number  of  cents  indicated  below 
the  month  in  which  the  exchange  is  made,  and  you  will  receive  a War  Savings  Certificate  Stamp  for  which  you 
will  be  paid  $5  on  January  1.  1923. 


MONTH 

1 JAN. 

FTB. 

MAR. 

APR. 

MAY 

JUNE 

JULY 

AUG. 

SEPT 

OCT.  | NOV. 

DEC. 

Cents 

12 

13 

14 

15 

16 

18 

,9 

20 

21  | 22 

23 

*—  vwi 


This  thrift  card,  owned  by  Mary  Cole  of  Palisades  Park,  Mich.,  came  complete  with  catchy 
homilies  on  the  virtues  of  saving. 


Friends  of  Financial  History  7 J 


term  funds:  during  the  War  of  1812, 
the  Panic  of  1837,  the  Mexican  War 
in  1846,  the  Panic  of  1857,  and  the 
Panic  of  1907,  the  U.S.  government 
relied  heavily  on  certificate-like 
temporary  borrowing.  C of  Is,  ex- 
plained one  Treasury  Secretary, 
help  "adjust  receipts  and  disburse- 
ments in  such  a way  that  as  far  as 


possible  money  paid  in  will  be 
promptly  returned  to  the  market" 
with  a minimum  of  disruption. 

As  early  as  June  30, 1812,  Con- 
gress authorized  the  President  to 
issue  at  par  $5  million  of  one-year, 
5.4%  Treasury  notes.  But  the  term 
"certificate  of  indebtedness"  was 
apparently  not  used  until  the  Civil 


War.  On  March  1,  1862,  Congress 
approved  6%  C of  Is  in  denomina- 
tions of  $1,000  or  more,  to  mature 
in  one  year  or  less.  Certificates  of- 
ten were  used  as  currency  until 
enough  interest  accrued  to  make 
investors  willing  to  hold  them.  The 
1 862  certificates,  for  example,  were 
given  as  payment  to  government 
creditors.  Some  $50  million  in  C of 
Is  were  issued  that  year;  altogether 
more  than  half  a billion  were  sold 
during  and  just  after  the  Civil  War. 

The  First  Liberty  Loan  Act  of 
World  War  I authorized  $2  billion 
in  C of  Is  at  up  to  3.5%  for  one- 
year  maturities.  During  the  war 
the  authorized  maximum  was 
raised  to  $8  billion.  Certificates 
remained  the  main  tool  of  short- 
term Treasury  financing  until  the 
early  1930s;  they  were  also  used 
extensively  in  World  War  II.  At 
the  end  of  1945,  there  were  over 
$38  billion  in  C of  Is  outstanding, 
but  that  was  their  peak.  By  1965, 
C of  Is  had  virtually  disappeared. 
A one-year,  5.25%  C of  I was  is- 
sued in  1966  to  refund  two  longer- 
term  Treasury  issues,  but  — ex- 
cept to  cover  overdrafts  at  the  Fed- 
eral Reserve  — no  C of  Is  have 
been  issued  since. 

The  role  of  C of  Is  in  debt 
financing,  as  well  their  role  as  a 
premier  instrument  of  the  money 
market,  has  been  assumed  by  the 
T-bill.  The  British  Exchequer  in- 
troduced bills  in  1887,  but  the  U.S. 
did  not  seriously  consider  them 
until  41  years  later,  when  the  Trea- 
sury and  Federal  Reserve  began  a 
review  of  debt  financing.  U.S.  gov- 
ernment finance  was  vexed  by  sev- 
eral problems:  the  Treasury  was 
obligated  to  pay  interest  on  funds 
that  often  were  borrowed  before 
they  were  needed;  securities  ma- 
tured with  no  correlation  to  the 
tax  receipts  that  helped  pay  them 
off;  and  the  Treasury  found  it  al- 
most impossible  to  fix  rates  on  C 
of  Is  that  accurately  reflected  their 
market  value. 

Tire  study  concluded  that  C of  Is 
should  be  supplemented  with 
Treasury  bills.  T-bills  were  ex- 
pected to  offer  several  advantages. 
They  would  be  sold  at  auction  on 
a competitive  basis,  ensuring  the 
lowest  possible  cost  to  the  Trea- 


Rhmmahihi  PYCCKHX! 

3AEMT)  CBOEOilbl 


IIpaBHTe^bCTBO  CoejtHHeHHblXTr  niTaTOB'b,  EOrATbH- 
HIEE  BTd  MIPb,  njiaTHTij  BaMi>  HETbIPE  IIP0I1EH- 

TA  3a  BBbpeHHbia  eMy  aeHbra. 

AMEPHKAHCKIH  HAPOAT?  ooa3hiBaeTca  BbinaaTHTb  3AEMT>  CBOEOAbl;  sto  aymnee  pynaTe^bCTBO 
ajih  Bac"b.  3to  o6a3aTeJibCTBo  To*e,  hto  HaaHHHbia  aeHbrn. 


Hmcoiyia  eme  He  npeacTaB;ia;iocb  Taicoft  bo3mo>khocth 
HOMbCTHTb  TaKT>  BbirOJHO  CBOH  4eHbrH  AJVI  BbpHarO  c6e- 
pexcema  h npHpamema. 

noKynatomie  3AEMT>  CBOEOAbI,  noMoraicrb  He  Toabico  ce6b  h cbohmt.  ceMeflcTBaMT>,  ho  TamKe  no- 
Moraforb  3aBoeBaTb  aHHHyio  CBo6oay  Kaacaaro,  3a  KOTopyio  CoejHHeHHbie  IIlTaTbi  6opK)Tca;  CBo6oay, 
KOTOpaa  0AHH3K0B0  aopora  h pyccKHMT>  JitoAHMh.  Bbi  TaioKe  HOMoaceTe  h PyccKHMT>  coaaaTaju-b,  cpa- 
McaioraHMca  Tenepb  nojn>  <t>aaroMT>  CoeaHHeHHbixT>  HlTaTOBT>. 


3aeMT>  CBo6oabi  Moxcenb  6biTb  KyiuieHT>  bt> 

$50  - $100  - $500  - $1,000 

3aaBJieHia  Ha  noKynxy  3a0Ma  CBo6oabi,  a Taione  naaTe>KH  bt>  ABa  npoaenia  ct>  noxynHOfl  cy«Mbi  aojukhu 
6biTb  cabaaHbi  mokay  1 h 27  cero  OKTa6pa,  a apyrie  naaTOKH  cabayK)mHM7>  o6pa30MT>: 

181  15  Hoa6pa  1917  roaa 
401  15  Aexa6pa  1917  roaa 
401  15  HHBapa  1918  roaa 


3a  6oJite  noapo6HbiMH  cnpaBicaMH  o6panxaHTecb  kt>  BaraeMy  CBaineHHHKy,  kt>  aio6oMy  IIoHTMeflcTepy 
hah  btj  HanioHaabiibiH  hjih  C6eperaTeabHbi0  EaHKH.  KA>KAblfl[  EAHKTb  HJIM  nOHTMEtlCTEPT) 
AACTTj  BAMT>  HY>KHbIE  EJIAHKH  M OXOTHO  IIOMO>KETT>  BAMT>  COBEPIDEHHO 

EE3II^IATHO 

KOMHTETfc  3AflMA  CB0B04H  AAA  NEW  ENGLAND. 


This  poster  urged  Russian  immigrants  in  New  England  to  buy  Liberty  Bonds.  Fora  2%  down 
payment  and  the  three  installments  listed  near  the  bottom  of  the  poster,  the  immigrants  could 
"help  the  struggle  for  personal  freedom. " The  poster  adds,  "For  more  details,  ask  your  priest  or 
your  postman. " 
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Some  of  the  best  eompanies  in  the  country  are 
really  going  places.  In  fact,  22  just  moved  from 
over-the-counter  to  the  American  Stock  Exchange, 
to  join  the  new  Emerging  Company  Marketplace. 

And  that’s  just  the  beginning.  Dozens  of  others 
are  now  considering  the  move,  because  the  ECM 
is  the  only  market  that  offers  emerging  growth 
companies  the  benefits  of  auction  market  trading. 

That  means  more  liquidity,  tighter  quote 


spreads,  last  sale  reporting,  short  sale  protection, 
better  markets  for  investors  and  increased  corpo- 
rate visibility.  All  the  things  that  make  it  easier  for 
them  to  do  what  they  went  public  for  in  the  first 
place.  Raise  capital. 

Any  emerging  growth  company  can  use  a mar- 
ket like  that.  But  we  won’t  accept  just  any  com- 
pany for  the  ECM.  ( fur  selection  panel  of  top- 
ranked  industry  analysts  and  portfolio  managers 


looks  beyond  mere  size,  to  consider  factors  like 
long-term  growth  potential  and  investor  interest. 

If  you’re  interested  in  listing  on  the  Emerging 
Company  Marketplace,  or  just  want  to  know  more 
about  it,  please  call  the  American  Stor  k Exchange 
at  1-800-783-1  ECM  (132(5). 


EMERGING  COMPANY 
MARKETPLACE 


sury  and  eliminating  the  need  for 
the  government  to  attempt  to  guess 
an  appropriate  interest  rate.  Sales 
could  be  timed  almost  exactly  with 
the  need  for  funds,  and  maturities 
could  be  matched  to  anticipate  in- 
come tax  collections.  The  new  in- 
struments, with  their  convenient 
maturities,  would  readily  soak  up 
temporary  surplus  funds  — and 
they  would  help  reduce  the  fre- 
quent Treasury  overdrafts  at  the 
Federal  Reserve. 

In  June,  1929,  Congress  autho- 
rized the  Treasury  Secretary  to  is- 
sue bills  on  a competitive  basis, 
with  a maturity  not  over  one  year 
and  with  no  specified  interest  rate. 
The  total  of  bills  and  C of  Is  out- 
standing was  limited  to  $10  billion. 
A T reasury  press  release  dated  Dec. 
10,  1929,  invited  bids  for  the  first 
bills,  which  were  to  be  issued  on 
Dec.  17  and  would  mature  in  90 
days.  Only  denominations  of 
$1,000,  $10,000  and  $100,000  (mini- 
mum tender  $10,000)  would  be 
sold,  at  a discount  from  face  value, 
for  cash.  Secretary  Andrew  W. 
Mellon  prophetically  stated  that 
the  "bills  will  prove  to  be  an  effi- 
cient and  economical  additional 
medium  through  which  the  short- 
term financing  of  the  government 
may  be  conducted." 

The  Treasury  received  $223.9 
million  in  bids  for  the  first  bills  and 
accepted  $100  million  at  an  aver- 
age price  of  99.181,  equivalent  to  a 
bank  discount  of  3.276%.  The  high- 
est bid  resulted  in  a 2.818%  yield, 
while  the  lowest  accepted  bid  pro- 
vided a 3.469%  yield. 

The  bill's  popularity,  accord- 
ing to  an  early  Federal  Reserve 
publication,  "stems  from  its  ability 
to  fill  the  need  of  large  financial 
institutions  and  business  firms  for 
an  investment  for  temporary  funds 
that  yields  income  but  that  can  be 
quickly  sold  for  cash  without  much 
risk  of  loss."  By  the  1960s,  only  30 
years  after  its  introduction,  the  bill 
financed  the  bulk  of  the 
government's  short-term  debt  and 
was  the  most  popular  instrument 
in  the  money  market.  It  also  had 
become  the  main  lever  by  which 
the  central  bank  adjusts  monetary 
policy. 

As  the  government's  needs  in- 
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THE 

UNITED  STATES  OF  AMERICA 

IS  INDEBTED  TO  THE  BEARER  IN  THE  SUM  OF 

ONE  MILLION  DOLLARS 

THIS  CERTIFICATE  IS  ISSUED  UNDER  AUTHORITY  OF  THE 
SECOND  LIBERTY  BOND  ACT.  AS  AI^NDED.  THE  ISSUE  DATE 
OF  THIS  CERTIFICATE.  THE  RATE  OF  INTEREST  THSJJEON.  AND 
THE  DATE  THE  PRINCIPAL  AMOUNT  AND  THE  iS^MB^YHEREON 
ARE  DUE  AND  PAYABLE  ARE  SHOWN  ON  THfc  ^ACe'ft'EREOF. 
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INDEBTEDNESS 

SERIES 


DATED 

DUE 

INT«R«BT  PAYABLE  WITH 
THE  PRINCIPAL.  AMOUNT 
AT  MATURITY 


This  certificate  of  indebtedness,  which  zoas  never  issued,  shows  one  of  the  shortcomings  of  all  C of  Is: 
the  interest  rate  was  unknown  until  issuance. 


creased,  bill  auctions  expanded. 
From  that  original  $100  million,  the 
Monday  auctions  have  increased 
to  more  than  $10  billion  for  each  of 
the  three  and  six-month  maturities. 
Bills  outstanding  totaled  less  than 
$750  million  the  first  three  years. 
But  they  quickly  became  very  popu- 
lar. In  fact,  investors  occasionally 
were  willing  to  pay  the  Treasury  a 
premium  for  them  — effectively 
lending  the  government  a bit  of 
money  interest-free.  At  the  T-bill 
auctions  of  Dec.  28,  1938,  and  Jan. 
4 and  11, 1939,  buyers  paid  premi- 
ums of  $10,  $537,  and  $276  respec- 
tively over  the  par  value  they  would 
receive  at  maturity.  Why?  At  the 
final  bill  sale  of  1938,  banks  were 
"window-dressing,"  buying  new 
securities  rather  than  show  idle 
funds  in  their  yearend  statements. 
And  demand  for  the  bills  in  the 
first  two  auctions  of  1939  came 
from  Chicago  area  banks.  Those 
three-month  bills  matured  April  4 
and  10,  just  after  a new  tax  took 
effect  in  Cook  County,  111.  The  tax 
applied  to  bank  balances  but  not 
investments,  so  the  banks  expected 
high  demand  for  T-bills  from  their 
customers.  The  average  price  in 
the  December-January  sales  was 
100.002  with  the  high  bid  at  100.010. 

The  total  of  T-bills  outstanding 
exceeded  $2  billion  by  1935,  then 
expanded  rapidly  during  World 
War  II,  topping  $17  billion  by  the 
end  of  1945.  By  the  start  of  the 
1960s,  the  total  of  T-bills  outstand- 


ing hit  $40  billion;  it  surpassed  $100 
billion  in  1973,  $200  billion  by  the 
start  of  the  1980s,  and  $500  billion 
by  mid-1991. 

While  heavily  tapping  institu- 
tional demand  through  T-bill  auc- 
tions, the  Treasury  did  not  entirely 
forget  the  individual  saver.  Trea- 
sury Secretary  Henry  J. 
Morgenthau,  Jr.,  introduced  the 
U.S.  savings  bond  in  1935.  He  was 
looking  for  a new  instrument  to 
broaden  the  base  of  public  debt,  to 
appeal  to  the  masses,  and  to  have 
built-in  safeguards  for  unsophisti- 
cated investors.  Impressed  by  the 
success  of  the  British  and  French  in 
continuously  offering  a government 
security  shaped  to  the  needs  of  or- 
dinary citizens,  Morgenthau  came 
up  with  the  savings  bond.  The  idea 
was  to  democratize  government  fi- 
nance. 

Series  A savings  bonds  came  in 
affordable  denominations;  the  low- 
est, with  a $25  face  value,  cost  just 
$18.75.  They  were  sold  at  a dis- 
count and  paid  no  current  interest, 
but  the  2.9%  interest  rate  com- 
pounded the  purchase  price  of  the 
bond  until  it  was  worth  its  face 
value  in  10  years.  Because  of  their 
low  cost,  the  bonds  quickly  were 
nicknamed  "baby  bonds."  In  just 
six  years,  sales  of  the  first  four  se- 
ries totaled  about  $4  billion.  Inter- 
estingly, despite  Secretary 
Morgenthau's  desire  to  appeal  to 
small  savers,  the  overwhelming  ma- 
jority of  about  18  million  baby  bonds 
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Al  Capp,  lilt • creator  of  Li 'I  Abner,  donated  tlu>  original  design  to  make  savings  bonds  more 
"investor-friendly. " With  main/  savings  bonds  being  bought  for  children,  this  certificate  teas 
extremely  popular. 


sold  were  in  the  three  largest  de- 
nominations, SI  00,  $500  and  $1 ,000. 
With  inflation,  investors  a pparently 
felt  it  was  hardly  worthwhile  to 
salt  away  just  $18.75! 

From  the  beginning,  savings 
bonds  have  been  marketed  by  a 
volunteer  army  rivaled  in  scope 
only  by  Jav  Cooke's  agents.  Every- 
one from  Bugs  Bunny  to  billion- 
aires to  songwriter  Irving  Berlin 
has  helped  promote  them.  At  one 
rally  in  1944,  boxer  Jack  Dempsey, 
baseball  slugger  Babe  Ruth,  bas- 
ketball star  Nat  Holman  and  tennis 
ace  Alice  Marple  plugged  savings 
bonds  together.  Only  in  recent  years 
has  the  support  of  celebrities 
waned. 

In  1951  the  Treasury  allowed 
holders  of  the  first  E bonds,  issued 
in  1941,  to  earn  interest  for  another 
10  years,  the  first  time  the  maturity 
of  a government  security  was  ex- 
tended. In  1952  the  interest  rate 
was  raised  for  the  first  time,  to  3%. 
Successive  increases  lifted  the  rate 
to  9%  in  1981.  The  next  vear  the 
floating  rate  was  set  at  85%  of  the 
average  return  on  marketable  se- 
curities with  five  years  remaining 
until  maturity,  and  a minimum  rate 
was  guaranteed.  Although  they 
sometimes  seem  like  a forgotten 
security,  in  1990  savings  bond  sales 
topped  $8  billion,  the  second-best 
year  since  World  War  II. 


Savings  bonds — in  some  ways 
the  descendants  of  Jav  Cooke's 
"five-twenties"  — are  still  a good 
deal  for  the  government  and  the 
public,  the  result  of  sensible  col- 
laboration between  the  Treasury 
and  its  investors.  For  the  public, 
they  are  safe,  liquid,  readily  avail- 
able in  convenient  denominations, 
and  free  of  state  and  local  taxes. 
From  the  government's  point  of 


view,  thev  are  a cheap  source  of 
long-term  funds:  money  invested 
in  savings  bonds  stays  put  for  an 
average  of  10  years,  much  longer 
than  money  raised  through  mar- 
ketable securities,  and  the  govern- 
ment saves  an  estimated  $70  mil- 
lion in  interest  costs  on  every  $1 
billion  of  savings  bonds.  Jay  Cooke 
would  probably  be  pleased  to  know 
that  more  than  25%  of  all  U.S.  fami- 
lies own  savings  bonds,  with  some 
7 million  workers  buying  them 
regularly  through  payroll  savings 
plans. 

As  the  U.S.  debt  keeps  grow- 
ing faster,  the  Treasury  will  have  to 
find  new  techniques  to  draw  funds 
from  the  old  combination  of  insti- 
tutional investors  and  average  citi- 
zens. Fortunately,  there  has  always 
been  a way. 

Richard  H.  Hoenig  is  a former  offi- 
cial at  the  Federal  Reserve  Bank  of 

New  York. 

FOR  FURTHER  READING: 

Henrietta  Larson,  fay  Cooke,  Private  Banker 
(Harvard  University  Press,  Cambridge,  MA, 
1936). 

P.  Studenski and  H . Krooss,  Financial  History 
of  the  United  States,  2nd  edition  (McGraw 
Hill,  NY,  1963). 
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Of  Salt  And  Gold 


A detested  tax  that  helped  cause  the  French  Revolution 
also  helped  finance  the  American  Revolution. 


The  certificate  shown  here  is  an 
early  prototype  of  the  high-yield  junk 
bonds  thatpowered  tire  takeover  boom 
of  the  1980s.  It  is  backed  by  a pledge 
made  in  1782  to  the  French  Govern- 
ment to  deliver  a fixed  amount  of  tax 
fluids  raised  from  a tax  on  salt,  known 
as  a gnbelle. 

The  gnbelle  sprang  up  in  the  late 
13th  Century  in  France  and  in  the  city- 
states  of  Northern  Italy.  As  commerce 
and  trade  began  to  boom,  govern- 
ments recognized  them  as  more  reli- 
able funding  sources  than  tribute  or 
booty  from  conquered  neighbors.  Part 
customs  duty,  part  luxury  tax,  with  a 
measure  of  value-added  and  sales  tax, 
too,  th e gnbelle  began  as  an  indirect  levy 
on  the  necessities  obtained  through 
trade:  wine,  grain,  and  salt. 

hi  an  age  when  the  European  diet 
was  almost  devoid  of  flavor  and  re- 
frigeration was  nearly  impossible,  salt 
was  so  valuable  that  cities  and  states 
sometimes  went  to  war  over  it.  Before 
long,  the  gnbelle  was  levied  only  against 
that  product,  since  salt  was  indispens- 
able to  rich  and  poor  alike.  When  trade 
in  most  goods  shrivelled  after  the  Black 
Plague  of  1 348 — a disaster  that  wiped 
out  nearly  one-third  of  the  population 


By  Laura  Jereski 

of  Western  Europe  — King  Charles  V 
of  France  turned  the  tax  on  salt  from  a 
temporary  expedient  into  a perma- 
nent cornerstone  of  French  public  fi- 
nance. Revenues  from  sales  taxes  migh  t 
come  and  go  with  trade,  but  salt  would 
always  be  in  demand.  Successive  rul- 
ers refined  Charles'  system  by  divid- 
ing France  into  five  regions,  according 
to  productivity  of  salt — and  hence  the 
means  to  pay  the  tax. 

Since  the  state  monopolized  the 
production,  storage,  and  distribution 
of  salt,  the  gnbelle  was  both  regressive 
and  repressive.  Every  step,  from  salt 
mine  to  market,  was  an  opportunity 
for  a levy.  To  ensure  that  the 
government's  coffers  would  be  filled 
regularly  and  predictably,  the  state 
created  so-called  tax  farmers.  The 
fanner  bought  the  right  to  collect  a 
specified  amount  of  tax.  The  govern- 
ment got  its  funds  up  front,  while  the 
farmer  got  to  keep  whatever  he 
gleaned  above  the  amount.  Often, 
the  farmer  borrowed  to  buy  the  of- 
fice from  individuals  or  a syndicate, 
paying  a high  rate  for  the  privilege  of 
risking  a fortune  on  the  maintenance 
of  the  state.  That  distanced  the  gov- 
ernment from  the  often  brutal  ways 


tax  farmers  reaped  their  harvest. 

The  gnbelle  was  such  a sure  source 
of  revenue  for  the  Royal  Treasury  that 
its  income  was  used  to  back  additional 
royal  borrowings — an  early  example 
of  securitization.  Just  as  banks  today 
package  their  credit-card  receivables 
into  new  securities  that  they  sell  to 
raise  capital,  so  the  government  used 
the  gnbelle  to  secure  another  layer  of 
borrowings.  Take  the  certificate  illus- 
trated here,  originally  held  by  a Pari- 
sianmerchant,Jean-BaptisteGeux,and 
his  wife,  Angelique  Quenet.  At  a hefty 
rate  of  9%,  they  loaned  the  govern- 
ment 1000  livres  (roughly  equivalent 
to  $200  in  gold  at  that  time)  backed  by 
the  gnbelle  income  of  the  five  largest  salt 
tax  farms.  The  high  yield  — nearly 
double  the  nominal  French  govern- 
ment rate  of  5%  — ensured  that  the 
cash-starved  government  would  find 
willing  lenders. 

France's  rulers  fanned  out  the 
rights  to  collect  the  taxes  for  a fixed 
sum  at  the  beginning  of  the  year.  Pri- 
mary contractors,  or  Fanners-General, 
bought  those  rights  and  then  often 
subcontracted  them  to  collectors  who 
did  the  dirty  work  of  knocking  on 
doors  and  demanding  payment  — 
similar  to  the  modem  job  that  gangster 
movies  call  "thumb-breaking."  For  the 
Farmers-General,  there  was  little  eco- 
nomic risk  to  tax  fanning.  But  there 
was  an  enormous  public  relations  risk: 
The  government  forced  the  populace 
to  buy  a minimum  amount  of  salt  and 
the  tax  rates  could  nm  as  high  as  50% 
of  the  retail  price  of  salt. 

The  gnbelle  worked  better  for  the 
Fanners-General  than  it  did  for  the 
French  Crown.  An  estimate  of  antici- 
pated revenues  in  1627,  for  example, 
when  Cardinal  Richelieu  was  chief 
minister,  turned  out  to  be  too  optimis- 
tic by  200%:  instead  of  the  projected  19 
million  livres,  only  6 million  were  de- 
livered. The  rest  was  eaten  up  by  the 
cost  of  maintaining  the  Fanners-Gen- 
eral to  collect  levies.  By  way  of  com- 
parison, administering  the  notoriously 
inefficient  Internal  Revenue  Service 
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This  certificate  from  1 782  witnesses  a 9%  loan  from  a Parisian  merchant  and  his  wife  to  the 
French  government.  The  high  interest  rate  makes  it  an  early  ancestor  of  today  s junk  bonds. 
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costs  the  United  States  just  one-half  of 
1%  of  total  tax  collections. 

Y et,  by  the  eve  of  the  French  Revo- 
lution, the  French  government  had 
made  the  Farmers-General  responsible 
for  collecting  one-third  of  the  country's 
revenues,  according  to  Flarvard  histo- 
rian Simon  Schama.  Wiry  had  finan- 
cial power  become  concentrated  in 
such  inefficient  hands?  Tire  Farmers- 
General  were  very  efficient  indeed 
when  it  came  to  spending  their  enor- 
mous hoards  of  cash.  Dispensing 
bribes,  patronage,  and  legislation  cus- 
tomized to  favor  their  interests,  they 
glued  themselves  like  barnacles  to  the 
ship  of  state. 

The  Farmers-General  became  the 
heart  of  the  sclerotic  bureaucracy  de- 
scribed by  Alexis  de  Tocqueville  in  L ' 
Anciet  i Regit  ne:  a machine  that  outlasted 
kingdoms,  revolutions  and  empires. 
Tire  largest  employers  in  France  after 
the  King's  army  and  navy,  the  Farm- 
ers-General ran  their  own  paramili- 
tary. They  set  the  price  of  salt  upon 
which  their  tax  collections  were  based; 
they  o wired  silos  in  which  it  was  stored ; 
they  monopolized  the  importation  of 
tobacco,  upon  which  they  also  col- 
lected the  tax.  They  even  had  their  own 
currency — negotiable  notes  they  were 
allowed  to  issue  in  their  own  name. 

Flow  d id  the  Farmers-General  get 
away  with  so  much  for  so  long?  To  a 
government  that  was  intoxicated  with 
spending,  tax  collectors  were  a neces- 
sary evil:  By  1788,  the  debt  service  of 
the  French  government  was  consum- 
ing some  50%  of  current  revenue. 

The  gabelle  collectors  were  espe- 
cially known  for  their  barbarity  and 
ferocity  in  collecting  their  due.  No 
wonder  complaints  about  the  gabelle 
dominate  the  "cahiers  de  doleances," 
the  lists  of  grievances  aired  at  the  first 
general  assembly  of  the  French  revolu- 
tionaries in  1789.  As  one  complainant 
wrote,  salt  was  "often  the  only  tiring 
the  poor  have  to  put  in  their  pots." 

It  is  said  that  Voltaire  was  staying 
with  some  friends  at  a roadside  inn 
when  they  began  telling  tales  of  rob- 
bers and  highwaymen.  When  it  was 
Voltaire's  turn,  he  said,  "Once  there 
was  a Farmer-General."  Flis  compan- 
ions asked  him  to  continue  with  the 
story, and  hereplied,  "That/s  thestory!" 

The  gabelle  had  become  so  great  a 
burden,  and  the  Farmers-General  so 
despised,  that  some  historians  view 


them  as  the  sparks  that  ignited  the 
French  Revolution.  Oneof  the  first  acts 
of  the  general  assembly  was  to  rid  the 
nation  of  the  gabelle. 

Adam  Smith  would  have  ap- 
proved. Tire  gabelle  contradicted  two 
of  Iris  four  precepts  for  successful  taxa- 
tion. It  was  not  convenient  to  pay,  since 
it  was  pried  from  taxpayers  by  an 
extortionist  monopoly.  Nor  was  it  effi- 
cient to  collect:  the  Farmers-General 
were  expensive  to  maintain  and  fos- 
tered legions  of  smugglers  who  snuck 
in  goods  tax-free. 

Yet  the  gabelle  and  the  Farmers- 
General  were  not  easy  to  replace,  as 
British  statesman  Edmund  Burke 
noted  in  Iris  Reflections  on  the  Revolution 
in  France,  written  in  1 790.  France's  new 
legislative  bodies,  the  Estates,  tried  to 
replace  the  gabelle  with  a voluntary 
contribution  set  at  25%  of  income.  It 
failed  miserably.  Eventually,  to  fund 
their  government,  the  revolutionaries 
were  forced  to  seize  church  lands  and 
sell  ever-devaluating  notes,  known  as 
"assignats,"  secured  by  these  proper- 
ties. Insatiably  thirsty  for  cash,  the 
government  over-printed  theassignats, 
leading  to  massive  devaluation.  But 
even  the  de-facto  bankruptcy  of  the 
state,  in  1 795,  could  not  induce  a return 
to  the  hated  gabelle.  After  a chaotic 
decade  of  foreign  wars  that  funded  the 
state  through  plunder,  Napoleon  re- 
stored stability  by  creating  the  Bank  of 
France  in  1802. 


But,  like  most  unpleasant  things, 
the  gabelle  and  the  Farmers-General 
had  a t least  one  good  result.  On  March 
24, 1777,  the  Farmers-General  agreed 
to  lend  the  fledgling  United  State  of 
America  2 million  livres,  then  equiva- 
lent to  381,000  gold  dollars.  The  first 
diplomatic  triumph  for  the  American 
commissioner  to  France,  Benjamin 
Franklin,  the  loan  was  nothing  short  of 
manna  from  heaven  for  the  newborn 
U.S.  No  government  in  Europe  dared 
to  provoke  the  powerful  British  by 
openly  lending  to  the  American  insur- 
rection, and  American  money  was  not 
accepted  as  payment  for  supplies.  Tire 
Farmers-General,  by  quickly  releasing 
1 million  livres  in  gold,  kept  the  new 
nation  alive. 

Tire  U.S.  pledged  to  repay  the  loan 
with  shipments  of  tobacco  (on  which, 
of  course,  the  Farmers-General  would 
then  collect  their  customary  taxes). 
Tire  second  tranche  of  1 million  livres 
never  came-and  the  U.S.  only  shipped 
150,000  livres  of  tobacco  in  repayment 
— but  the  Farmers-General,  by  taking 
the  first  risk  on  the  highly  speculative 
credit  of  the  United  States,  opened  the 
doors  for  other  European  lenders.  They 
also  showed  that,  like  a few  of  today's 
junk-bond  issuers,  they  knew  a good 
risk  when  they  saw  one. 

Laura  Jereski  is  an  associate  editor  at 

FORBES  Magazine. 
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An  Unlucky  Combination 

One  of  history's  first  mutual  funds  started  out  hot , 
but  its  past  performance  did  not  guarantee  its  future  success. 


EXAMPLES  OF  PROFITS. 

We  append  the  following  tables  of  Pure  liases  and  Sales  of  recent  date  nt  the  Now  York  Stock  Exchange,  illustrative  of  tho 
advantages  and  profits  made  by  shareholders  In  our  combination?  : 
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TESTIMONIALS. 


According  to  the  Investment 
Company  Institute,  the  first  mutual 
fund  was  born  in  1924  — the  Massa- 
chusetts Investment  Trust  of  Bos- 
ton. But,  like  most  financial  innova- 
tions, mutual  funds  were  tried  un- 
successfully a few  times  before  they 
finally  worked.  A circular  for  a very 
early  example,  in  1878,  is  illustrated 
here.  The  brokerage  house  of 
Lawrence  & Co.  offered  retail  inves- 
tors a share  in  its  "combination"  for 
as  Little  as$l . Lawrence  & Co.  claimed 
that  it  had  invented  the  notion  of 
pooling  retail  investors  into  a giant 
fund;  even  if  the  firm  was  not  the 
first  to  do  so,  its  plan  was  a bold  and 
attractive  way  to  encourage  the  gen- 
eral public  to  invest.  And  for 
Lawrence  & Co.,  the  "combination 
of  capital"  was  an  instant  gold  mine. 
The  firm,  which  claimed  to  be  form- 
ing up  to  four  combinations  per  week, 
took  a flat  fee  of  1 % of  each  fund's 


profits,  as  well  as  a 6 1 / 4%  commis- 
sion on  buying  and  selling  shares  — 
what  a modern  fund  would  have  to 
caU  a 12  1/2%  "load." 

Lawrence  & Co.  had  a sophisti- 
cated argument  in  favor  of  this  "com- 
bination of  capital":  professional 
money  management.  "Our  idea," 
said  the  circular,  "is  to  combine  the 
means  of  the  former  class  [the  gen- 
eral public]  under 
the  direction  of  a 
man  who,  in  expe- 
rience and  skill,  be- 
longs to  the  latter 
class  [investors  like 
Vanderbilt  and 
Gould],  thus  divest- 
ing the  business  of 
its  gambling  fea- 
tures, and  render- 
ing it  as  legiti- 
mate..." 

It  was  certainly 
a sensible  idea.  But 
tliis  early  fund  did 
not  carry  the  pru- 
dent warning  fa- 
miliar to  modern 
investors:  "Past 
performance  is  no 
guarantee  of  future 
results."  Not  only 
did  Lawrence  & Co. 
claim  astonishing 
profitsof  more  than 
3,000%  in  just  nine 
days,  but  the  firm 
predicted:  "Our 


next  regular  combinations  promise 
still  greater  returns  to  holders  of 
certificates  than  any  preceding  ones, 
notwithstanding  the  enormous  cash 
returns  we  have  been  enabled  to  pay 
our  customers,  and  the  reasons  for 
this  are  quite  apparent  to  us,  as  our 
market  has  not  been  in  so  favorable 
a condition  for  profitable  invest- 
ments since  1873." 

But  the  fund  bought  on  breathtak- 
ingly  high  margin  — enabling  a 1% 
profit  to  yield  a 100%  return  to  the 
fund's  investors.  That  worked  beauti- 
fully iir  a rising  market,  but  in  a bear 
market  it  was  a disastrously  bad  idea. 
Even  slight  losses  on  stocks  could  blow 
the  "combination"  to  bits.  Lawrence  & 
Co.,  which  appears  to  have  been  unre- 
lated to  the  leading  brokerage  house  of 
Cyrus  J.  Lawrence  & Sons,  soon  disap- 
peared without  a trace. 


ADVANTAGES  OF  OPERATING  BY  OUR 
NEW  COMBINED  SYSTEM. 

I.  ...arge  amounts  can  ho  made  willx  moderate  investments. 

2 In  no  case  or  event  can  shareholders  he  held  for  more  than 

the  amount  they  invest. 

8.  A large  amount  of  money  combined  carries  more  weight 
and  secures  lurgor  gains. 

4.  It  would  he  impossible  to  purchn.se  stocks  on  margin  in 
am  all  lots  nt.  the  rates  we  secure  by  combining  the  capital. 

5.  By  our  combination  of  capital,  our  large  purchases  and  sales 
affect  the  market  on  certain  stocks  by  an  advance  or  decline,  as 
the  case  may  be. 

6.  Your  profits  are  cash. 

7.  By  our  system  you  get  right  nt  the  market;  say  Western 
Union  is  selling  at  70,  and  we  should  hay  nt  that  figure,  and  the 

stock  to  75.  this  would  pay  WOO  on  each  $100  Invested, 

less  our  commissions. 

8.  You  can  speculate  to  tho  same  advantage  at  ft  distance  from 
the  city  as  you  could  if  hero  personally,  us  you  have  no  care  or 
further  responsibility. 

9.  We  ran  operate  in  inoro  than  one  Rtoek  during  the  month,  in 
fact  In  a doaen  or  more  if  we  sec  the  opportunities. 

10.  No  special  time  to  remit  ; as  soon  us  one  combination  is 
dosed  another  is  opened  immediately. 

II.  We  have  nothing  to  do  with  what  in  called  "Puts  and 
Calls”  witli  those  combination*. 

12.  By  having  five  to  eight  combinations  working  nt  a time  it 
makes  a large  capital,  and  makes  each  shareholder  more  secure, 
and  Increases  the  profits  of  all. 

HOW  TO  ORDER. 


LAWRENCE  & COMPANY, 


^COMMISSIONS 


Stock  and  Gold  Brokers, 


19  BROAD  STREET, 

EXPLANATION  OP  OUR  NPVV  PT  AN  OP  OPERATING  IN  STOCKS. 


COMBINATION  OF  CAPITAL. 


(Investments  can  be  made  from  $1.00  and  upwards.) 


Wnw  toil/  aunliiiiMtuM  ■<!  rapiui,  i.»  of  n\  Tiuir.AKit  iimiio,  it  ns  <Uttr  satHiif  |mmu  nf  .null 

Bwu.  tnd  '.lnw  «hn  ilnln- ,ltV  unW  . mjuIii  .jwvific  cinnunl,  Co  nva.I  ih.-iuwlv o.  .,f  the  l.rgi  profit*,  that  lire  innrlu  In  »tnck 
opwratfona. 

Tim  ctwui"*  -if  profit  or-  fur  l.y  lit!*  plan,  r.  I./  Miutrolling  * larg*  capita),  I lx-  alteration*  <"DW|imnlly  Vli>n  of 

lly  t)il«  m.  „nil  <nfo  jit*n  of  I my in/  »nil  rolling  *U*-k»,  each  Inrmtor  linn  pj»1ir»  Hone  him.  Snv  on  the  lowest  pwaihla 
AmonnitW  exit  Lr  Invwi.xl.  which  I.  wit  tMlnr  hl»  profit*  »ou hi  li>- Ju.t  the  sumo  hi  proportion  •»  tin- )>arty  that  Invented  *100  or 
Kit  eumpi-,  within  * month  yon  nntilo  12,000  upon  *n  lanWMnl  of  $100,  upon  one  >kilUr  the  profit  would  1m  $20  Ac.,  Ac. 
Pari  ■ • "wn  huy  mao.  aharo*  In  thro*  c«inldn*tlon*  *■  they  like  • of  roupm  the  morn  aharra  they  hold  the  gruahir  will  lm  lliSr 
profit,  a*  each  »h»r*  In  * foaJnaatimt  I*  equivalent  to  on.-  .horn  of  ctock.  1’ot  example,  you  hold  ten  .harm  nt  the  evmMtuilum,  .-<*1- 
l».fc-  ft".  tn.|  wonted*  a purchase  and  aala  with  th  • . ..tire  rombiunl  capital,  '$10,000),  «•  purchasing  ten  thousand  iharaa  of  Wootara 
fn!"n  * - margin  *«  fiO.  .ml  wiling  It  at  00.  »«nH  »huw  a profit  of  five  p*r  rent,.  or  $.*i  on  each  one  dollar  Invratod,  vou  holding 
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nod*  mWoi.f  •//-.  you  holding  for,  sham,  your  profit  would  he  $1u  over  and  above  tho  $10  you  luTMlad,  or  making  $20  we  would 
remit  you.  In  Mtlmaling  the  profits  on  a atoek,  always  figure  on  tin  par  value  a*  nearly  all  <tork*  dealt  III  *1  the  New  Vnrk  Stork 
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DEALERS  IN  OLD  BONDS  AND  SHARES  SINCE  1979 


Located  in  Central  London  (nearest  Underground,  Bond  Street) 
Over  1000  different  certificates  on  display  from  across  the  world 
OPEN  10  am  TO  5 pm  MONDAY  TO  FRIDAY 
Fully  illustrated  price  list  available  on  request 

THE  SCRIPOPHILY  SHOP 
BRITANNIA  HOTEL,  GROSVENOR  SQUARE 
LONDON  W1A  3AN,  ENGLAND 
Telephone  071-  495  0580  Fax  071-495  0565 


A No-Lose  Proposition 

The  same  guarantees  against  losses 
that  got  Japan's  big  brokers  into  trouble 
were  abandoned  in  the  U.S.  a long  time  ago. 


Last  summer,  the  four  largest  se- 
curities brokers  in  Japan  — Nomura, 
Daivva,  Nikko,  and  Yamaichi  — ad- 
mitted that  they  had  secretly  compen- 
sated their  favorite  clients  for  at  least  $1 
billion  in  losses.  To  prop  up  prices  and 
ensure  a steady  flow  of  commissions, 
the  finns  had  been  guaranteeing  that 
their  biggest  customers  would  not  lose 
money  in  the  stock  market.  Tire  scan- 
dal helped  squash  the  Nikkei  stock 
average  down  from  over  27,000  in 
March,  1991,  to  21 ,500  in  August.  It 
also  showed  that,  for  all  its  technologi- 
cal wizardry,  Japan  may  not  be  as 
advanced  as  it  sometimes  seems. 

However,  it  is  worth  remember- 
ing that  the  American  stock  market 
used  to  thrive  on  the  same  practice  of 
insuring  clients  against  losses.  As  late 
as  1881,  the  Manhattan-based  broker- 
age house  of  Ward  & Co.  regularly 
advertised,  in  blaring  capital  letters, 
that  its  customers  were  ''GUARAN- 
TEED AGAINST  LOSS."  Ward  & Co. 
boasted  of  monthly  returns  of  more 
than  27%  on  "small  or  large  sums 
invested  in  stocks." 

And  the  letter  shown  here  was 
sent  to  a prospective  client  in  1 876  by  a 
broker  at  the  Wall  Street  house  of 
Baxter  & Co.  Three  years  after  the 
Panic  of  1873  had  decimated  railroad 
stocks,  not  even  the  nation's  Bicenten- 
nial could  pu  t investors  in  a rosy  mood . 
The  railroads  that  had  survived  the 
panic  dominated  the  list  of  "fancy 
stocks"  — the  Nifty  Fifty  of  their  day. 
But  the  market  was  bearish,  volume 
was  light,  and  volatility  was  high.  In 
July,  1 876,  the  Lake  Shore  & Michigan 
Southern  Railroad  Co.  announced  a $7 
million  profit  for  the  first  six  months 
and  declared  a 4%  cash  dividend  to 
scare  off  bear  raiders.  Western  Union 
Telegraph  Co.,  under  a bear  attack 
from  Jay  Gould,  also  declared  a special 
dividend. 

These  defensive  maneuvers  by 
leading  companies  propped  up  the 
market  temporarily,  but  stocks  soon 
skidded  down  again.  On  July  11,  New 
Jersey  Central  traded  at  $72  1/4  a 
share;  by  November  15,  when  Mr. 
Tompkins  was  pitched  by  Baxter  & 
Co.,  it  had  crashed  to  $33  I /4.  Dela- 
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ware,  Lackawanna  & Western  hit$l  00 
1/4  in  July;  by  November  it  had 
slumped  to  $71 . Michigan  Central  held 
fairly  steady,  slipping  from  $50  1 /4  in 
July  to  $41  5/8  in  November. 

In  just  four  months,  these  three 
bellwether  stocks  fell  by  air  average  of 
35%  — a startling  figure,  considering 
that  they  fell  just  29%  in  all  of  1873,  the 
year  of  the  great  panic.  Stock  prices 
had  become  painfully  sensitive:  three 
years  of  depression  had  driven  most 
investors  ou  t of  the  market,  so  the  grea  t 
bears  and  bulls  could  manipulate  a 
handful  of  stocks  almost  at  will.  To 
generate  volume,  some  brokerage 
houses  began  indemnifying  retail  cus- 
tomers against  losses. 

This  broker  at  Baxter  & Co.  urged 
Mr.  Tompkins  to  buy  call  options  on 
the  New  Jersey  Central  "for  safety  and 
a quick  profit"  — and,  if  the  trade 


turned  out  to  be  a bust,  Baxter  & Co. 
would  return  the  money  to  Mr. 
Tompkins.  For  $106.25,  Mr.  Tompkins 
could  buy  a 30-day  call  option  on  100 
shares;  every  2.5%  rise  in  the  price  of 
the  underlying  stock  would  give  him 
a $250  prof)  t.  (Of  course,  he  would  lose 
an  equal  amount  if  the  stock  fell.)  Op- 
tions, because  they  required  so  little 
cash,  were  popular  among  retail  in- 
vestors, who  were  widely  familiar  with 
puts,  calls  and  "straddles"  or  "double 
privileges."  But,  since  the  market  had 
been  falling  steadily,  Baxter  & Co. 
offered  to  make  Mr.  Tompkins  whole 
if  the  stock  dropped  after  he  bought 
the  option.  It  was  the  same  kind  of 
"money-back  guarantee"  that  manu- 
facturing and  retailing  companies  were 
introducing  around  the  same  time,  bu  t 
it  was  not  such  a good  idea  in  the 
brokerage  business.  While  we  have  no 
idea  what  happened  to  Mr.  Tompkins 
and  his  investment — orevenif  hetook 
the  plunge  — Baxter  & Co.  appears  to 
have  quietly  gone  out  of  business  not 
long  after. 

Here's  hoping  that  it  will  not  take 
Japan  another  115  years  to  leam  the 
same  lesson. 


AUTOGRAPH 

AUCTION 

IN  PHILADELPHIA 


at  the  Annual  Meeting  of 


Omni  Independence  Park  Hotel 
Philadelphia,  PA 
Saturday,  May  23,  1992 
2 PM 

Featuring  important  autographs, 
manuscripts  and  signed  photographs, 
including:  Presidents,  Signers;  World 
War  I Army  Medical  Archives 
including  Osier  and  Carrel  letters; 
Musicians  including  Brahms, 
Wagner,  Rossini,  Stravinsky, 
Puccini;  Artists  including  Epstein  and 
Inness  (his  palette).  Significant  names 
in  Mexican,  German,  English, 
Japanese  and  French  history; 
Scientists,  notably  Edison,  Einstein, 
and  Schweitzer.  Over  300  specially 
selected  lots. 

Catalogue  $12.50 


SUMMER’S 
MOST  IMPORTANT 
ANTIQUE  STOCK 
AND  BOND  AUCTION 


Don’t  miss  the  opportunity  to  participate 
in  one  of  the  most  important  stock  and 
bond  events  of  1992.  In  June,  R.  M. 
Smythe  & Company  will  conduct  a 
major  auction  with  viewing  in  New 
York  City  and  at  the  Memphis 
International  Paper  Money  Show,  June 
19,  20  and  21.  Hundreds  of  high 
quality  stocks  and  bonds  including  a fine 
collection  of  Colorado  mining 
certificates  and  important  autographed 
pieces. 

To  consign,  please  send  all  items  by 
April  24,  1992.  To  be  assured  of 
receiving  a catalogue  and  prices 
realized,  kindly  send  $12.50  ($17.50 

overseas). 

SPECIAL  OFFER  - send  $20  ($25 
overseas)  and  receive  Memphis  1992 
and  Strasburg  1993. 


We  Buy, 
Sell 
and 

Auction 
a Wide  Range 
of  Collectibles 


i f-frj  i ; i 

26  Broadway  - Suite  271,  New  York,  NY  10004 
212-943-1880  FAX:  212-908-4047 

Call  800-622-1880  Toll  Free 

ESTABLISHED 



We  Research 
Obscure 

Stocks  and  Bonds 
to  determine 
their  values  as 
securities. 
Single  Items  to 
Entire  Achives 


Wild  Ride 

Fluctuations  in  today's  stock  market 
are  nothing  compared  with  a century  ago. 


Volatility  in  the  stock  market  may 
well  be  dangerous,  but  it  is  certainly  not 
new.  Consider  this  remarkable  graph  from 
the  collection  of  the  Museum  of  Ameri- 
can Financial  History.  Hand-drawn  in 
1 882  for  the  brokerage  house  of  T.  Brigham 
Bishop  & Co.,  the  graph  traces  the  per- 
formance of  the  two  dozen  lead  ing  stocks 
on  the  New  York  and  Boston  exchanges 
in  1881.  It  shows,  in  alarming  detail,  the 
wild  volatility  typical  of  the  time,  hr  Sep- 
tember, the  stock  of  the  Hannibal  and  St. 
Joseph  Railroad  went  on  a terrifying 
roller-coaster  ride  (see  the  upper  right  of 
the  graph).  Linking  Hannibal  on  the  Mis- 
sissippi River  with  St.  Joseph  on  the  Mis- 
souri, the  main  line  of  "the  Hannibal"  was 
only  206  miles  long.  But  it  was  nicely 
profitable,  earning  $820,000  on  $2.3  mil- 
lion in  revenues  in  1881,  and  it  was  a vital 
westward  link  for  transcontinental  trains. 
But  the  summer  of  1881,  the  hottest  and 
driest  in  ten  years,  had  railroad  investors 
jittery.  Forest  fires  roared  across  the  Mid- 
west, and  a haze  of  hot  dust  hung  above 


Wall  Street.  William  H.  Vanderbilt  had 
cut  freight  charges  along  Iris  lines,  starting 
a bloody  "rate  war"  among  the  railroads. 
On  September  9,  shares  of  the  Ohio  & 
Mississippi  Railroad  opened  at  $39  1/4, 
shot  up  to  $60  in  15  minutes,  then  closed 
at  $45  1/2.  And  Jay  Gould,  who  con- 
trolled the  rival  Missouri  Pacific  railroad, 
was  selling  short  the  Hannibal's  stock 
even  though  he  was  one  of  the  little  line's 
directors.  John  R.  Duff,  a stockbroker, 
decided  he  would  teach  Gould  a lesson. 
The  stock  was  thinly  traded  — a few 
hundred  shares  a day,  versus  20,000  to 

60.000  for  Western  Union  and  at  least 

200.000  for  the  New  York  exchange  over- 
all — so  Duff  began  buying  as  much  as  he 
could,  at  any  price.  He  wanted  to  comer 
Gould  and  Iris  favorite  broker,  Russell 
Sage,  forcing  them  to  cover  their  short 
sales. 

In  one  day  alone.  Sept.  7,  the  stock 
rocketed  from  $135  to  $200.  But  Gould 
and  Sage  bashed  Duff  right  back.  The 
stock  went  wild  as  bulls  and  bears  tugged 


it  from  both  ends.  Duff  lost  the  element  of 
surprise,  then  lost  control  over  trading  in 
the  stock.  According  to  contemporary 
newspapers,  on  September  15  buyers  bid 
$250  and  sellers  asked  $350;  the  next  day, 
$300  was  bid,  $400  asked;  a day  later,  the 
spread  had  widened  to  a gaping  $100  bid, 
$300  asked.  Tire  short,  brutal  battle  was 
over.  Duff  installed  himself  on  the 
Hannibal's  board  of  directors  in  Novem- 
ber, but  he  had  lost  the  war.  Within  a year 
he  sold  control  to  Gould.  (In  fact,  this 
graph  is  a perfect  record  of  Gould's  most 
acquisitive  year:  the  jagged  pattern  in 
Western  Union's  stock  in  January  shows 
him  taking  control  of  the  telegraph  com- 
pany, while  the  sharp  triangle  in  October 
marks  Iris  takeover  of  the  Manhattan  El- 
evated Railroad.) 

Note  that  the  rest  of  the  market  ig- 
nored the  terrible  struggle  over  the 
Hannibal.  Since  no  commonly  accepted 
market  indexes  existed  (Charles  Dow  did 
not  introduce  Iris  14-Stock  Average  until 
1885),  investors  considered  each  stock  in 
isolation.  Good  or  bad  news  for  one  com- 
pany often  meant  little  to  the  rest  of  the 
market.  Even  President  Garfield's  death 
on  September  1 9 caused  little  disturbance. 
But  the  volatility  in  individual  stocks  was 
vastly  greater  than  anything  today's  in- 
vestors have  to  contend  with. 
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3.  At  the  NYSE,  information  you 
need  is  always  right  out  in  the  open. 

The  electronic  screens  you  see  around  the 
trading  floor,  as  well  as  state-of-the-art  tech- 
nology throughout  the  market,  give  you  the 
broadest  possible  flow  of  information,  includ- 
ing instant  reporting  of  trades,  speed  and 
accuracy  in  the  clearance  process  and  real- 
time surveillance  of  every  trade.  That’s  the  fair 
and  open  way  to  run  a market. 


1.  In  our  market,  you  set  prices, 
dealers  don’t. 

\bu,  the  investor,  are  part  of  the  process  here. 
Brokers  who  act  solely  in  your  behalf  negoti- 
ate directly  and  openly  with  each  other  to 
achieve  the  best  possible  price  for  you. 


4.  It  pays  to  trade  on  the  NYSE. 

Frequently,  we  can  get  the  buyer  and  seller  a 
better  price  than  the  current  quotes  by  helping 
them  to  reach  a price  between  the  quotes. 

That’s  something  a computer,  alone,  doesn’t 
do,  and  right  now,  it’s  producing  savings  at  tire 
annual  rate  of  nearly  S500  million  for  you 
and  other  investors  whose  orders  are  executed 
at  the  NYSE. 


2.  The  NYSE  offers  you  one-stop 
shopping  for  the  best  price. 

Every  trading  post  represents  the  focal  point 
of  current  buying  and  selling  interest  in  stocks 
traded  there.  So  you  don’t  have  to  shop  around 
for  the  best  price— you  find  it  right  here.  With 
hundreds  of  millions  of  shares  changing  hands 
daily,  the  NYSE  has  more  buyers  and  sellers 
coming  together  than  any  other  equity  market 


own  As  T 


7.  For  all  these  reasons  and  more — for 
the  best  possible  price — ask  your 
broker  to  trade  NYSE-listed  stocks 
only  on  the  NYSE. 

For  200  years,  we’ve  demonstrated  that  an 
auction  market  is  the  fairest  way  to  trade. 
We'll  continue  to  demonstrate  that  when  our 
next  bicentennial  rolls  around! 


5.  At  the  NYSE,  everyone  has  the 
same  opportunities. 

Both  die  smallest  investor  and  the 
largest  have  an  equal  opportunity  to  get  die 
best  possible  price.  Brokers  representing  a 
huge  California  pension  fund  or  a Connecti- 
cut teacher  looking  to  purchase  100  shares 
compete  to  achieve  the  best  price. 


6-  The  NYSE  is  the  most  liquid  stock 
market  in  the  world. 

What  liquidity  means  to  you  is  the  ability  to 
buy  when  you  want  to  buy  and  to  sell  when 
you  want  to  sell.  Millions  ot  buyers  and  sellers, 
along  with  NYSE  members  providing  their 
own  capital,  produce  unequaled  continuity  of 
trading  and  prices.  An  advanced  electronic 
system  supports  diat  liquidity  by  delivering 
your  order  to  the  trading  floor  and  reporting 
back  the  transaction  within  seconds. 


Not  Just  A Place.  AWay  Of  Doing  Business 


I Most  Fair  And  Open  Market  In  The  World? 


The  New  York  Stock  Exchange 
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ANNOUNCING 
AN  IMPORTANT  AUCTION  OF 
HISTORICAL  FINANCIAL  DOCUMENTS 

We’re  pleased  to  announce  our  upcomming  auction 
of  important  financial  documents,  including: 

Stock  Certicicates 
Bonds 
Fiscal  Paper 

Numerous  Items  Signed  by  Famous  Americans 
in  Financial  History 

This  auction  will  be  closing  in  June  1992. 

For  additional  information  and  catalog 
please  contact  us. 

Scott  J.  Winslow  Associates , Incorporated 
P.O.  Box  6033 

Nashua,  New  Hampshire  03063 

Toll  Free:  800-225-6233  • 603-881-4071 
Fax:  603-472-8773 


Obsolete  Stocks  and  Bonds 
Fine  Autographs  and  Manuscript  Material 
Specialists  in  Fine  Quality  Autographed  Stocks  and  Bonds 


Member 

Bond  and  Share  Society  - UACC 
ANA  - Manuscript  Society 


Gentennial 
Documents 

Post  Office  Box  5262 
Clinton,  New  Jersey  08809 
Phone:  (908)  730-6009 
Fax:  (908)  730-9566 

DEER  CREEK  & SUSQUEHANNA  RAILROAD  COMPANY 


The  Deer  Creek  and  Susquehanna  Railroad  Company  was  incorporated  in  Maryland  in  1886  to  build  a railroad 
line  from  Stafford  (on  the  Susquehanna  River)  to  Aberdeen,  a distance  of  about  15  miles,  with  a 10-mile  branch  line 
from  Glenville  to  Bel  lair.  Construction  was  commenced  in  January  of  1889.  when  this  bond  was  issued.  The  road 
was  operated  by  the  Maryland  Central  Railway,  which  guaranteed  the  payment  of  the  principal  and  interest. 


The  $1000  5%  First  Mortgage  Gold  Bond  shown  here  is  one  of  fewer  than  fifty  pieces  found  (of  the  original  issue 
of  only  300  bonds).  Exquisitely  engraved  in  Green/Black/White  by  the  Hamilton  Bank  Note  Company,  this  is  one  of 
the  most  visually  impressive  railroad  bonds  of  the  period,  and  could  be  framed  to  good  effect  w ith  as  many  or  as  lew 
of  the  58  remaining  coupons  as  desired.  Uncancelled  and  in  VF+  condition.  $250.00. 

(For  a free  copy  of  our  current  catalogue,  or  for  more  information,  please  fee  free  to  call,  w rite  or  fax; 
we  look  forward  to  helping  you  build  your  personalized  collection) 


SPECIAL  OPPORTUNITY 

FOR  READERS  OF 

FRIENDS  OF  FINANCIAL  HISTORY 


SHOWCASE  PORTFOLIOS  will  frame  any 
collectible  item  up  to  16"  x 20"  for  $40!  This  price 
includes  a single  100%  rag  mat  in  your  choice  of 
color,  a fine  wood  frame  (several  selections  avail- 
able), acid  free  foam  core  backing,  and  UF-3 
Plexiglas  (to  prevent  fading  and  discoloration). 
In-house  engraving  services  are  also  available. 
Price  applicable  until  June  I,  1992. 


Please  call  for  additional  information 


Showcase  Portfolios 
900  South  Washington  Street,  Suite  100 
Falls  Church,  VA  22046 

Tel.  (703)532-2000  • Toll  Free  (800)220-1174  • Fax  (703)532-6560 


Final  Analysis 

Thirty  years  ago , a group  of  securities  analysts 
decided  their  career  deserved  recognition  as  a 
profession.  That  step  was  long  overdue. 


Securities  analysis,  the  measured 
study  of  stocks  and  bonds,  has  a sur- 
prisingly long  history,  hi  1720,  for  ex- 
ample, Sir  Richard  Steele  published 
detailed  calculations  of  the  value  of 
South  Sea  Co.  annuities  in  A Nation,  /I 
Family.  And  even  the  Bible  of  the  dis- 
cipline, Benjamin  Graham  and  David 
Dodd's  Security  Analysis,  firstappeared 
in  1934.  But,  until  very  recently,  secu- 
rities analysis  was  practiced  in  the 
shadows  by  people  who  were  some- 
times completely  in  the  dark.  In  April, 
1963,theSecuritiesandExchangeCom- 
mission  issued  an  investigative  report 
on  the  stock  market  crash  of  1962, 
when  the  Dow  Jones  Industrial  Aver- 
age plunged  6%  on  May  28.  The  SEC's 
report  lambasted  securities  analysts, 
claiming  that  “there  are  no  entry  con- 
trols at  all."  At  that  time,  the  SEC  found 
that  89  out  of  141  recently  registered 
investment  advisers  had  no  experi- 
ence in  professional  investing;  more 
than  40%  of  them  had  never  even 
graduated  from  college.  With  wither- 
ing scorn,  the  SEC  described  a daily 
market  research  newsletter  called  "The 
Trading  Floor,"  which  was  written  by 


a 19-year-old  Wall  Street  clerk  and  his 
two  cousins  (aged  14  and  20),  who 
were  "fana tically  interested  in  the  stock 
market." 

As  early  as  1942,  Benjamin  Gra- 
ham had  proposed  to  the  New  York 
Society  of  Security  Analysts  that  a 
formal  designation,  the  Qualified  Se- 
curity Analyst  or  QSA,  should  be  es- 
tablished. He  wanted  to  put  securities 
analysts  on  the  same  professional  foot- 
ing as  accountants,  lawyers,  or  physi- 
cians. Although  the  NYSSA  approved 
the  idea  in  1945,  the  QSA  rating  never 
materialized.  After  several  fits  and 
starts  through  the  1950s,  the  idea  of 
certifying  analysts  was  revived  in  1 959, 
when  Ezra  Solomon,  a finance  profes- 
sor at  the  U niversity  of  Chicago's  busi- 
ness school,  proposed  the  designation 
of  Chartered  Financial  Analyst.  The 
title  of  CFA  would  have  to  be  earned 
after  a rigorous  three-part  examina- 
tion that  tested  the  analyst's  knowl- 
edge of  accounting,  economics,  invest- 
ment strategy,  and  the  details  of  secu- 
rities analysis.  At  a directors'  meeting 
of  the  National  Federation  of  Financial 
Analysts  Societies  on  June  14, 1959,  the 
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CFA 


^ProfessionS 


1962-1992 


plan  to  design  an  examination  and  to 
begin  testing  analysts  for  the  CFA  des- 
ignation was  approved. 

But  the  first  exam  was  not  given 
until  J une  1 5, 1 963,  when  278  men  and 
six  women  sat  through  the  first  test, 
which  took  up  to  five  hours.  A sample 
question:  'Theacceptanceof  Keynesian 
economics  and  the  consequent  com- 
mitments by  Western  governments  to 
"full  employment  economics"  made 
equity  investment  considerably  safer 
in  the  post-war  world;  inflation  made 
it  much  more  desirable.1  (London  Ob- 
server,] an.  8, 1963)  Discuss  critically  the 
above  statement  in  the  light  of  Ameri- 
can experience."  Despite  such  brain- 
twisters,  only  1 6 of  the  applicants  failed, 
and  the  CFA  designation  was  off  and 
running. 

Today  there  are  more  than  15,000 
CFAs  world  wide.  Sir  John  Templeton, 
a registered  CFA  and  probably  the 
world's  greatest  money  manager,  says 
that  "one  of  the  most  important  new 
services  developed  in  the  20th  Cen- 
tury is  this  profession  of  security  analy- 
sis." Around  the  world,  the  CFA  pro- 
gram has  prodded  corporations  into 
improving  their  financial  disclosure, 
since  qualified  analysts  ask  more  prob- 
ing questions.  Tire  advanced  analyti- 
cal standards  of  the  U.S.  have  been 
spread  by  CFAs  around  the  world, 
helping  to  make  the  American  mar- 
kets a model  for  other  nations.  The 
market  also  places  a tangible  value  on 
informa  tion,  since  companies  with  bet- 
ter disclosure  tend  to  trade  at  higher 
and  more  stable  prices.  And  qualified 
analysts  tend  to  steer  their  clients' 
money  into  more  profitable  and  liquid 
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companies,  thus  rewarding  good  cor- 
porate managers  and  penalizing  the 
bad.  In  fact,  Templeton  believes  that 
the  spread  of  the  CFA  designation  to 
Japan  will  help  bring  Japanese  stock 
prices  into  line  with  the  rest  of  the 
world:  "Studying  by  Western  meth- 
ods, they're  going  to  become  more 
value-oriented  " That,  he  thinks,  will 
tend  to  lower  price-eamings  ratios  in 
Japan,  and  raise  them  elsewhere,  as 
Japanese  money  seeks  cheaper  stocks. 
(At  last  count,  550  Japanese  analysts 
were  registered  to  take  theCFA  exam.) 

The  CFA  program  is  overseen  by 
the  Association  for  Investment  Man- 
agement and  Research  (A1MR)  in 
Charlottesville,  Va.,  which  will  honor 
the  original  class  of  1%3  at  its  annual 
meeting  in  San  Antonio  this  May.  Its 
nearlv  15,000  CFA  candidates  come 
from  places  as  far  afield  as  Libya,  the 
Canary  Islands,  Barbados,  and 
Bangladesh.  Demand  isespedally  high 
in  such  newly  industrialized  countries 
as  Singapore,  Mexico,  and  Indonesia. 
As  a sign  of  how  eager  the  emerging 
markets  are  to  master  U.S.  analytical 
standards,  consider  the  example  of 
Mahbubul  Alam,a  Bangladeshi  study- 


ing to  take  the  CFA  exam  in  Kuwait  in 
1991.  When  Iraq  invaded  Kuwait,  he 
fled  home  to  Bangladesh,  only  to  be 
caught  in  last  year's  catastrophic  cy- 
clone. He  not  only  survived  the  storm, 
but  he  survived  the  exam  and  became 
a CFA  last  June. 

The  late  — and  yet  flourishing  — 
development  of  five  CFA  designation 
is  a striking  reminder  that,  even  in  the 
late  20th  Century,  the  capital  markets 
have  not  nearly  finished  their  evolu- 
tion. History  is  still  very  much  in  the 
making. 


ANSWER  CENTER 


Do  you  have  questions  about  a 
stock  or  bond  certificate,  about 
another  financial  artifact,  or  about 
an  event  or  person  in  financial 
history?  Ask  the  Answer  Center,  a 
service  provided  free  to  readers  of 
Friends  of  Financial  Histon/.  Us- 
ing the  unparalleled  resources  of 
the  American  Museum  of  Finan- 


cial History,  Friends  will  attempt 
to  answer  your  queries.  Try  to 
stump  us! 

Dear  Answer  Center: 

What  is  the  origin  of  the  term  bl i le  chip ? 
-A.M.,  Manhattan 

Dear  A.M.: 

Blue  chip  dates  back  only  to  about 
1 929.  During  the  na  fional  joyride  of  the 
Roaring  Twenties,  it  was  only  natural 
that  the  language  of  gambling  should 
be  extended  to  Wall  Street.  In  a casino, 
blue  chips  cost  more  than  red  or  white 
chips.  So  investors  began  referring  to 
the  largest,  most  reliable  stocks  as  blue 
chips,  since  they  fetched  the  highest 
prices  and  were  expected  to  have  the 
biggest  payoff. 

Investors  had  long  referred  to  buy- 
ing stocks  as  "making  a bet."  But, 
viewed  with  20-20  hindsight,  the  ad- 
vent of  the  term  blue  chip  seems  pro- 
phetic: a market  crash  could  not  be  far 
aw'ay  once  even  the  most  conserva- 
tive stocks  were  being  described  with 
a term  minted  in  the  casinos. 


Is  this  your  last 
subscription  issue  to 
Friends  of 
Financial  Fliston i/? 

If  you’re  not  sure  give  us 
a call  at  (212)  908-4519. 

A four  issue  subscription 
in  the  US  and  Canada 
is  $25  ($30  elsewhere), 
an  eight  issue  subscription 
is  $45  ($55),  and 
a twelve  issue 
subscription  is  $65  ($75). 


Nezv  York  state  residents 
please  include  sales  tax. 

Your  subscription  helps 
support  the  Museum  of 
American  Financial  History. 


KEN  PRAG 

PAPER  AMERICANA 

BUY  & SELL: 

Old  Stocks  and  Bonds 
Old  Railroad  Annual  Passes 
Timetables  and  Brochures 
Stereopticon  Views  and  Photos 

Call  or  Write: 

Paper  Americana 
Box  531 

Burlingame , CA  94011 
(415)  566-6400 
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Strasburg  1992 

Notes  and  Photos  from  the  5th  Annual 
Strasburg  Stock  & Bond 
Auction  & Show 


A full  house  at  the  Historic  Strasburg  Inn  for  the  first  of  two  nights  of  bidding  at  the  1992  5th 
Annual  Stock  and  Bond  Auction  and  Show. 


Weathering  everything  from 
mild  winter  days  to  heavy  rain, 
cold  and  snow,  those  who  came  to 
Strasburg  January  23  - 26  were 
undaunted,  swept  up  in  a hectic 
trading  routine,  parties,  big  break- 
fasts, and  two  spirited  auction  ses- 
sions that  set  record  prices. 

Several  dealers  had  set  up  by 
Wednesday  evening,  and  David 
Strebe's  shrimp  and  salami  spread 
kicked  off  the  social  activities.  The 
pace  quickened  Thursday,  with  a 
few  visits  by  local  residents,  then 
the  Smythe  cocktail  party  in  the 
evening.  By  Friday  almost  all  21 
dealers  with  display  tables  had  ar- 
rived and  there  was  plenty  to  view 
on  the  floor  of  the  show.  Friday 
evening's  auction  session  was  no- 
table for  a blue  Ringling  Brothers 
specimen,  $850;  a specimen  of  IBM 
predecessor  Computing  Tabulat- 
ing, $1150;  a Wells  Fargo  speci- 
men, $300;  a Wells  Fargo  Mining, 
$1600.  Three  Union  Pacific  proofs, 
believed  unique,  went  for  $775,  $800 
and  $420.  Charles  Pratt  & Co., 
1890,  issued  to  "The  Trustees  of 
Standard  Oil  Trust,"  fetched  $2000; 
a signed  Marshall  Field  brought 
$3100;  and  a New  Jersey  Patent, 
signed  by  Thomas  A.  Edison,  $2900. 
Spirited  bidding  drove  a 1792 
Pennsylvania  Population  up  to 
$4200,  while  a unique  Confederate 
proof  essay  set  a new  record  for 


any  Confederate  item  at  $7100. 
There  was  also  good  interest  in  the 
Penn  Central  bulk  lots,  with  many 
trading  over  estimate. 

Saturday's  bourse  activity  was 
hectic,  fueled  by  fried  chicken  and 
the  loaf  of  soup,  a nd  some  big  trades 
were  consummated.  Lot  viewing 
continued  late,  and  the  Bond  & 
Share  Society  award  was  presented 
before  the  auction. 

The  auction  moved  quickly 
through  some  beautiful  American 
Banknote  proofs  and  other  speci- 
mens that  realized  higher  prices 
than  the  day  before.  The  American 
Bank  Note  certificate  of  1874 
reached  $3400,  and  Hawaiian 


bonds  each  were  hammered  down 
at  $2150.  American  Express  Type 
II  (lot  627)  sold  for  $2000,  while  lot 
634,  Second  Bank  of  the  U.S.  hit 
$1000.  A new  record  was  set  for 
Commodore  Vanderbilt  on  New 
York&Harlemat$12,000.  Agroup 
of  American  Banknote  archive 
proofs  sold  in  a fairly  wide  price 
range,  with  the  Union  Pacific  lot 
going  for  $2700.  Surprises  among 
the  foreign  lots  included  a £20 
American  Hukuang  at  $1450;  a set 
of  Chinese  specimens  (lot  917)  at 
$1700;  lot  918,  a single  Chinese 
1919  specimen,  at  $800;  and  the  last 
item  in  the  sale,  Credito  Mercantil 
of  Puerto  Rico,  at  $925. 

Daily  attendance  at  the  show 
was  well  over  100,  and  was  forti- 
fied by  12  visitors  from  Europe,  2 
from  Canada,  and  many  more  col- 
lectors than  in  the  past  years. 

A wonderful  spirit  prevailed 
throughout  the  show,  as  the  enthu- 
siasm spread  over  seeing  friends, 
doing  business,  and  seeing  higher 
auction  prices.  Most  major  pur- 
chases were  by  American  collec- 
tors and  dealers;  European  collec- 
tors participated  less  than  in  previ- 
ous years,  despite  exchange  rates 
that  still  seemed  favorable  from 
abroad.  The  strength  in  the  home 
market  was  viewed  very  favorably. 


Diana  and  John  Herzog  accepting  the  Bond  & Share  Society  Award  in  recognition  of  their 
outstanding  contributions  to  the  field  ofscripophily. 
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Your  listing  in  the  Shopping  Guide 
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Don’t  forget  to  mention  Friends  of  Financial  History  when  calling  these  dealers! 


yp»*tMMit»itrrrn 

Oj /MMgX  Qx^f  rrPfu  ^ei 


- ////  ' f ////  //.  /*// 

stfffws  sr  ^s/ys.  / f/tsffr /ffstiA't  ■ 


ft/// 


*&&&&&  ■'jjyxWiZiXi 


OLijJL S &&&&& 


The  New  Jersey  Patent,  signed  by  Tlwnms  A.  Edison,  fetched  $2,900. 


One  of  the  three  Union  Pacific  proofs  at  the  Strasburg  auction,  with  editorial  corrections  and 
layout  instructions. 


TheNew York  and  Harlem  Rail  Road  Company 


A new  record  was  set  for  Commodore  Vanderbilt  on  a New  York  & Harlem  at  $12,000. 


Socializing  at  Strasburg  was 
once  again  a treat;  collectors  and 
dealers  brought  their  families  and 
enjoyed  their  stay  in  the  beautiful 
Amish  farm  country,  with  fire- 
places working  and  good  things  to 
eat  and  drink.  So  spread  the  word, 
tell  a friend,  and  make  your  reser- 
vations early!  We'll  see  you  next 
year,  January  21-24,  1993. 


Bond  & Share 
Society  Report 

The  Bond  and  Share  Soci- 
ety had  a breakfast  meeting  in 
Strasburg  which  was  attended 
by  43  members.  The  meeting 
was  chaired  by  Scott  Winslow, 
the  Society's  President.  After 
a brief  report  by  the  Secre- 
tary/Treasurer on  the  current 
status  of  the  Society's  finances 
and  membership,  the  mem- 
bers heard  two  reports  given 
by  visitors  from  abroad.  Mike 
Veissid,  from  Shrewsbury,  En- 
gland, gave  some  interesting 
insights  into  the  state  of 
scripophily  in  England,  while 
Alex  Witula,  from  Bologna, 
Italy,  talked  about  recent  auc- 
tions on  the  Continent.  The 
meeting  concluded  by  remarks 
from  John  Herzog  on  the 
progress  of  the  Museum  of 
American  Financial  History  in 
establishing  a permanent  ex- 
hibition space  this  spring. 

The  prevailing  atmo- 
sphere at  the  meeting  was  very 
upbeat,  mostly  due  to  a spir- 
ited auction  the  night  before  as 
well  as  active  trading  at  the 
show.  Before  the  auction 
started  on  Saturday  evening, 
the  presentation  of  the  Second 
International  Bond  & Share 
Society  Award  took  place. 
Haley  Garrison  gave  a history 
of  the  award  and  referred  back 
to  last  year  when,  in  memory 
of  Detlef  Tschoepe,  the  award 
was  presented  to  Uli  Drumrn 
and  Alfons  Hensler. 

This  year  the  award,  in  the 
form  of  a handsomely  in- 
scribed pewter  tray,  was  pre- 
sented by  Mike  Veissid  on  be- 
half of  the  Bond  & Share  Soci- 
ety to  John  and  Diana  Herzog 
in  recognition  of  their  services 
to  scripophily. 
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Robert  F.  Kluge,  Owner 

Est.  1980 

GRAPHIC  AND  HISTORIC  STOCKS  & BONDS 

H 

Advise  us  of  your  collecting  interests  and  special 

U: 

requirements  for  most  appropriate  offerings. 

P.  0. 
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Box 

155-FFH  • 

Roselle  Park  NJ  07204  • (908)  241—4209 

We  issue  illustrated  Containing  an  interesting 

sales  lists  several  selection  of  Aircraft,  Automobile, 
times  a year.  Banking,  Government  loans, 

Mining  and  Railway  Bonds  and  Shares 
(Including  U.  S.  Railway  Bonds 

W.  H.  COLLECTABLES  LTD.  found  & issued  only 

500  CHESHAM  HOUSE,  in  England). 

150  REGENT  STREET, 

LONDON  W1R  5 FA 
ENGLAND 


Also  beginners  starter 
packets  up  to 
Dealers  bulk  lots. 


Pauifl  «rorh  S*e  our  HUGE  Inventory 

, D when  visiting  ORLANDO 

BUYING 

32733  (407)  657-7403  HIGHEST  PRICES  PHONE  FOR  AN  APPOINTMENT 

Fa*  (407)  657-6382  PAID! 

1.  CIGAR  BOX  LABEL  SAMPLE  BOOKS  AND  LABELS 

2.  JAY  GOULD  SIGNED  ANYTHING  (LETTERS  ETC.) 

3.  LETTERS  BY  OTHER  EARLY  BUSINESSMEN 

4.  COLORADO  MINING  DIRECTORIES 

5.  OLD  STOCKS  AND  BONDS 

(Especially  tDrstrrn  mining  And  Railroads 

and  Stocks  and  Letters  Signed  by  Famous  People  But  All  Wanted! 


MAILING  LIST 

IF  YOU  WOULD  LIKE  TO  BE 
ON  MY  1992  SALES  AND 
AUCTION  CATALOG  LIST 
PLEASE  WRITE 
EUROPEANS  WELCOME! 

Many  wonderful  items  will  be  sold  next  year, 
including  great  autographed  stocks. 
Please  let  me  know  your  wants  and  needs. 


BOOKS 

SOMETHING  OLD... 

Bouck  White,  The  Book  of  Daniel 
Drew  (first  published  1910  by 
Doubleday  & Co.). 

An  article  in  the  New  York 
Tribune,  February  8,  1905,  an- 
nounced the  discovery  and  future 
publication  of  Daniel  Drew's  di- 
ary. Five  years  later,  Bouck  White 
(1874-1951),  in  his  editor's  note  to 
The  Book  of  Daniel  Drew,  explained 
the  literary  license  he  took  to  cor- 
rect Drew's  grammar  and  spelling. 
He  even  admitted  writing  parts  of 
the  book  to  provide  the  necessary 
transitions.  White's  resulting  nar- 
rative is  a mixture  of  reality  and 
fiction.  The  Drew  family,  at  the 
time,  maintained  that  the  book  was 
a fraud,  because  Daniel  Drew  was 
only  marginally  literate,  and  it  was 
unlikely  that  he  could  have  kept  a 
diary  — a diary  that  has  never  been 
produced. 

White  wrote  — or  edited  — the 
book  in  the  first  person,  in  a folksy, 
flamboyant  style  that  lent  credence 
to  the  existence  and  sincerity  of  the 
original  Drew  memoir.  One  must 
wonder  about  White's  approach, 
however,  considering  he  was  an 
American  Congregational  clergy- 
man and  was  later  dismissed  by 
the  church  because  of  his  active 
socialism.  White  was  later  jailed 
three  times  for  radical  agitation. 

Reading  Drew's  colorful  story 
in  his  "salty  cattle  drover  language," 
the  reader  has  no  true  measure  of 
the  extent  of  his  evil  and  unscrupu- 
lous dealings.  Fact  or  fiction,  White 
related  episodes  that  have  become 
legend.  Best  known  is  Drew,  as  a 
young  cattle  drover,  giving  his  ani- 
mals all  the  salt  they  could  lick  the 
night  before  the  final  drive  down 
to  the  slaughterhouses  of 
Manhattan's  Bowery.  Then  Drew 
refused  to  give  the  cattle  any  water 
until  the  following  morning,  when 
they  "sucked  up  bellyfuls  of  wa- 
ter" from  a stream  near  what  is 
now  77th  Street  in  Manhattan. 
Drew  then  quickly  drove  the  wa- 
ter-bloated cattle  into  town  and 


sold  them  by  the  pound.  Since  cattle 
had  been  a staple  of  commerce  for 
millennia,  it  is  unlikely  that  Drew 
was  the  first  to  perpetrate  this  scam, 
but  he  is  credited  with  inventing 
the  term  "watered  stock"  when  he 
printed  vast  numbers  of  unsecured 
shares  of  the  Erie  during  his  un- 
scrupulous battle  with  Vanderbilt 
over  control  of  the  railroad. 

Drew  graduated  from  cattle 
driving  to  running  steamboats  on 
the  Hudson  River,  and  when  ad- 
vised by  President  Boorman  of  the 
new  Hudson  River  railroad  that 
"he  might  just  as  well  hang  up  his 
fiddle,"  Drew  prospered  in  the 
steamboat  business,  running  faster 
boats  and  cutting  fares.  But  once 
"the  railroad  got  people  used  to 
traveling,"  Drew  found  he  hadn't 
"any  cause  to  poke  ridicule  at  rail- 
roads," and  he  soon  followed 
Cornelius  Vanderbilt,  that  other 
great  steamboat  operator,  into  the 
railroad  business. 

Many  chapters  are  devoted  to 
what  became  known  as  the  Erie 
wars  with  Drew,  Jay  Gould,  and 
Jim  Fisk  battling  Cornelius 
Vanderbilt.  Drew,  Gould,  and  Fisk 
hunkered  down  in  a hotel  in  Jersey 
City,  surrounded  by  dozens  of 
armed  men,  hiding  from 
Vanderbilt.  Then  the  three  battled 
each  other.  With  $7  million  in  cash 
raised  by  selling  the  watered  stock, 
"we  agreed  like  three  cats  in  a gut- 
ter." Eventually  all  the  parties 
reached  an  edgy  peace.  It  was  this 
period  of  history  that  gave  birth  to 
Wall  Street  as  we  have  come  to 
know  it. 

These  were  religiously  fervent 
times,  and  Drew  was  no  different. 
When  he  was  "making  money  so 
fast  I could  afford  to  give  some  of 
it  away,"  a couple  of  preachers 
came  "to  see  what  spirit"  Drew 
was  in.  He  immediately  provided 
the  funding,  ground,  and  build- 
ings for  what  became  Drew  Uni- 
versity in  Madison,  New  Jersey, 
which  opened  in  November,  1867. 

Drew  concludes  his  life's  tales 
with  the  "wreck  of  the  Erie,"  and 
what  befell  the  participants  who 
"were  protected  from  lawsuits  by 
means  of  our  standing  in  with 
Tweed  and  his  crowd."  Drew  him- 
self went  bankrupt  not  long  after  the 


Daniel  Drew  (1797-1879). 


Panic  of  1873. 

In  print  almost  continuously 
since  its  first  publication.  The  Book 
of  Daniel  Drew  is  a stock  market 
classic  that  must  be  read  by  all  Wall 
Streeters  for  a view  into  the  game 
when  it  was  played  with  no  holds 
barred.  Although  the  accurate  se- 
quence of  dates  and  events  shows 
that  White  did  his  homework,  his 
first-person  recreation  of  Drew's 
state  of  mind  is  highly  speculative. 
Unfortunately,  The  Book  of  Daniel 
Drew  has  often  been  cited  as  au- 
thoritative history;  instead,  it 
should  be  read  as  a beautifully  writ- 
ten, unforgettably  vivid  historical 
novel. 

The  1910  first  edition  can  be 
bought  for  about  $45.  Used  copies 
of  Citadel  Press'  1980  paperback 
edition,  although  out  of  print,  can 
be  found  for  $4  or  $5. 

— RAY  BOAS 


Ray  Boas  has  been  in  the  antiquarian 
book  business  since  1981,  specializing  in 
business  and  financial  histories  and  bi- 
ographies. In  February,  1990,  after  re- 
tiring as  a career  naval  officer,  he  opened 
an  antiquarian  and  out-of-print  book 
store  in  Haddonfield,  N], 
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..SOMETHING  NEW 

Robin  W.  Winks,  Frederick  Billings: 
A Life  (Oxford  University  Press, 
1991,  $30.00,  398  pp.). 

Americans  have  long  believed 
that  the  titans  of  19th-Century  capi- 
talism cared  about  only  two  things: 
becoming  as  rich  as  possible  and 
keeping  evervone  else  as  poor  as 
possible.  Only  recently  have  histo- 
rians begun  revising  the  image  of 
the  robber  baron  drawn  so  bril- 
liantly in  works  like  The  Book  of 
Daniel  Drew,  Gustavus  Myers'  His- 
tory of  the  Great  American  Fortunes 
(1909),  and  Matthew  Josephson's 
The  Robber  Barons  (1934).  In  1986, 
Maury  Klein's  The  Life  and  Times  of 
jay  Gould  showed  that  there  was 
much  more  to  these  men  than  sheer 
greed.  Robin  W.  Winks'  Frederick 
Billings:  A Life  adds  another  angle, 
proving  that  even  among  tycoons, 
doing  good  was  sometimes  as  im- 
portant as  doing  well. 

This  is  the  first  modern  biogra- 
phy of  Billings  (1823-1890),  who 
left  a legacy  far  greater  than  his 
nearly  $30  million  estate:  he  helped 
tie  the  continent  together  with  the 
steel  thread  of  the  Northern  Pacific 
railroad,  which  Winks  calls  "the 
single  greatest  American  corporate 
undertaking  of  the  nineteenth  cen- 
tury."1 Billings  knew  that  the 
United  States  would  never  live  up 
to  its  potential  until  the  obstacles  of 
mountainsand  almost  endless  prai- 
ries were  boldly  broken  down. 
Unless  railroads  could  make  long- 
distance transportation  practical, 
raw  materials  could  not  bebrought 
to  factories  or  be  dispersed  back 
out  as  finished  goods. 

Money  was  never  an  end  in 
itself  for  Billings.  What  drove  him 
was  the  challenge  of  building  some- 
thing from  nothing.  Explains 
Winks:  "Many  men  were  attracted 
to  railroading  not  only  because  it 
promised  them  fortunes  but  be- 
cause of  the  demand  for  innova- 
tion and  intelligence,  for  the  al- 
most constant  air  of  crisis  that  hov- 


1 For  more  about  the  reorganization  and 
completion  of  the  Northern  Pacific,  see 
Friends  of  Financial  History,  Fall  1991  (Num- 
ber 44),  pp.  6-12. 
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The  Northern  Pacific's  directors  were  so  happy  with  Billings'  work  in  bringing  the  railroad  out 
of  bankruptcy  that  they  had  his  portrait  placed  on  the  company's  stock. 


ered  over  the  enterprise,  for  the 
sense  that  there  were  few  prece- 
dents by  which  decisions  could  be 
guided." 

As  an  investor  and  director, 
Billings  helped  bring  the  Northern 
Pacific  out  of  bankruptcy  in  1875. 
As  its  president  from  1879  to  1881, 
he  pushed  the  rails  relentlessly 
westward.  Billings  had  to  over- 
come a managerial  Catch-22:  un- 
der its  land  grant  from  Congress, 
the  Northern  Pacific  received  title 
to  acreage  — which  it  could  then 
sell  to  fund  more  construction  — 
only  after  laying  track  across  it.  But 
the  rugged  route  was  frozen  in 
winter  and  often  inhabited  by  Indi- 
ans who  demanded  payment  or 
attacked  the  workers.  Even  on  flat 
terrain,  in  a peaceful  summer, 
building  the  line  was  expensive:  it 
sometimes  cost  more  than  $2600  a 
mile  just  to  buy  beers  for  the  work- 
ers who  were  laying  the  track.  And 
the  line  passed  through  regions  so 
remote  that  the  land  was  difficult 
to  sell. 

So  how  did  Billings  drive  the 
rails  across  the  land?  He  sank  mil- 
lions of  his  money  into  the 
company's  bonds  and  stock,  and 
he  prodded  other  directors  and 
executives  to  do  the  same.  To  en- 
courage farmers  to  settle,  Billings 
bought  thousands  of  acres  of  land 
along  the  route,  creating  model 
farms  that  grew  great  quantities  of 
winter  wheat.  And,  above  all,  he 


infected  his  employees  with  his 
own  obsession:  to  make  the 
"steady,  honest  building  of  the 
road"  their  "life's  work." 

Although  it  sometimes  nearly 
capsizes  from  its  ballast  of  facts. 
Winks'  book  generally  sails  along. 
It  is  worth  reading  not  just  for  its 
portrait  of  Billings,  but  for  its  in- 
sights into  the  chaotic  transforma- 
tion of  America  in  the  19th  Cen- 
tury. In  1849,  Billings  and  his  sister 
joined  the  Gold  Rush,  making  the 
two-month  voyage  from  New  Y ork. 
To  cross  Panama,  they  poled  their 
canoes  through  the  strangling  veg- 
etation on  the  Chagres  River,  then 
inched  across  narrow  mountain 
ledges  down  to  the  Pacific.  Bill- 
ings' sister  died  of  tropical  fever 
soon  after  they  reached  San  Fran- 
cisco; no  wonder  Billings  later 
worked  so  hard  to  find  a better 
way  across  the  continent. 

Winks  beautifully  captures 
boom  town  San  Francisco  in  the 
early  1 850s:  "houses  mostly  of  can- 
vas, with  inside  lamps  rendering 
them  transparent,  so  that  in  the 
darkness  some  dwellings  seemed 
to  consist  of  solid  light,  the  entire 
city  a glimmering,  shaking  lumi- 
nosity, as  though  the  earth  com- 
peted with  the  stars."  In  that  "in- 
stant city,"  breakfast  for  two  cost 
$27.50,  and  the  lure  of  gold  was  so 
strong  that  the  crews  of  passenger 
ships  abandoned  their  vessels  in 
the  harbor,  where  entrepreneurs 
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like  Billings  tore  them  apart  and 
sold  the  timber  to  house-builders. 
As  a real  estate  developer,  Billings 
later  helped  make  San  Francisco's 
Montgomery  Street  the  Wall  Street 
of  the  West. 

All  his  life,  Billings  fretted 
about  his  soul.  He  prayed  daily, 
brooded  about  death,  and  some- 
times lay  awake  until  morning 
worrying  about  whether  a busi- 
ness decision  was  morally  right. 
When  a director  hinted  that  the 
Northern  Pacific  should  bribe  Con- 
gressmen to  pass  a favorable  law, 
Billings  bristled,  "I  do  not  propose 
to  buy  my  way  through  Congress." 
He  banned  a promotional  pam- 
phlet that  dishonestly  hyped  the 
railroad,  and  he  fired  land  agents 
who  catered  to  speculators.  By  the 
standards  of  his  time,  and  even  by 
our  own,  Billings  was  an  honest 
and  decent  man.  Besides  the  North- 
ern Pacific,  he  left  two  other  great 
legacies:  the  University  of  Califor- 
nia, which  he  co-founded,  and  the 
conservation  movement,  which  he 
fostered  by  sponsoring  the  first  na- 
tional park  a t Yosemite  and  by  fund- 
ing scientific  reforestation  in  Ver- 


mont. If  ever  proof  were  needed 
that  America's  great  capitalists 
were  not  driven  solely  by  greed,  it 
is  here  in  this  book.  — J.Z. 

BOOKS  RECEIVED 

(Listing  does  not  preclude  further  review.) 

Stanley  W.  Black,  A Levite  Among  the  Priests: 
Edward  M.  Bernstein  and  the  Origins  oftheBretton 
Woods  System  (Westview  Press,  Boulder,  Colo., 
1991,  $31.95).  The  opinionated  and  fascinating 
recollections  of  the  U.S.'  chief  technical  adviser 
to  the  Bretton  Woods  conference,  where  the 
World  Bank  and  the  International  Monetary 
Fund  were  bom . 

Richard  D.  Crawford  and  William  W.  Sihler, 
TheTroubled  Money  Business:  The  Death  of  an  Old 
Order  and  the  Rise  of  a Neiv  Order 
(HarperBusiness,  New  York,  1991,  $23).  Ex- 
trapolating from  history,  Crawford  and  Sihler 
foresee  that  many  of  the  nation's  banks  will  be 
transformed— or  overcome— by  new  forms  of 
financial  intermediation. 

Sidney  Homer  and  Richard  Sylla,  A History  of 
Interest  Rates  (Rutgers  University  Press,  New 
Brunswick,  N.J.,  1991,  $75)  The  third  edition  of 
the  indispensable  reference  work,  now  updated 
to  stretch  from  the  dawn  of  history  through  the 


Code  of  Hammurabi  all  the  way  up  to  the 
1980s/ 

Herbert  Inhaberand  Sidney  Carroll,  Hmo  Rich  Is 
Too  Rich?  (Praeger,  New  York,  1992,  $21.95). 
Analyzing  wealth  in  America,  Inhaber  and 
Carroll  address  larger  questions  of  economic 
fairness  and  the  distribution  of  income.  While 
this  book  makes  some  highly  interesting  points 
about  contemporary  wealth,  its  early  history  is 
disappointingly  derivative. 

CharlesSellers,  The  Market  Revolution:  Jacksonian 
America,  1815-1846  (Oxford  University  Press, 
Oxford,  1991,  $39.95).  Modeling  his  work  after 
the  brilliant  universal  histories  of  French  scholar 
Fernand  Braudel,  Sellers  chronicles  life  in  the 
U.S.  from  the  top  to  the  bottom  of  the  socioeco- 
nomic ladder.  The  result  is  a breathtakingly 
vast  vault  of  information.  Unfortunately,  Sell- 
ers' academic  prose  is  sometimes  almost  im- 
penetrable. 

Jon  Woronoff,  Japan  as  Anything  But  Number 
One  (M.E.  Sharpe,  Armonk,  N.Y.,  1991,  $16.95). 
Recently,  Japan  has  become  a monster  in  the 
eyes  of  many  Americans.  Woronoff,  an  expert 
on  international  investing  and  onjapan,  where 
he  lived  for  many  years,  argues  convincingly 
that  the  omnipotent  '7apan  Inc."  is  a myth  with 
no  historical  basis  whatsoever. 

' Note:  Professor  Richard  Sylla  is  a member  of 
the  editorial  advisory  board  of  Friends  ofFiimn- 
ciat  History. 
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This  two-year,  6r:  note,  certifying  a loan  from  Moses  Craves  to  the  Massachusetts  provincial 
government,  was  cut  from  a pre-printed  book  in  this  wavy  indentured  pattern. 


Wall 

Street 

Words 

By  Jason  Zweig 

Although  they  are  piled  trillions 
ofdollarsdeepacross  the  world, bonds 
— and  the  terms  that  define  them  — 
remain  barely  aim  prehensible  to  most 
people.  A look  at  the  roots  of  the 
fundamental  lingo  of  bonds  may  help 
clear  awav  some  of  the  fog. 

Bond,  probably  of  Teutonic  origin, 
first  appears  in  Middle  English  in  the 
early  13th  Century.  Like  the  equally 
old  band,  it  described  a restriction  on  a 
person's  liberty,  like  shackles,  chains, 
or  fetters-a  meaning  that  survives  to- 
day in  variants  like  bondage.  (Looser 
modem  restraints,  lik ewaistbands,  have 
the  same  roots.)  Around  the  vear  1 200, 
Vie  Onmdntn,  an  early  Biblical  collec- 
tion, wrote  that  "Herode  band  himm 
with  irrene  band."  A religious  song 
from  around  1250  describes  "bondes 
ben  leid  on  Symeon." 

These  early  bands  and  bonds  w'ere 
purely  physical,  but  they  quickly  as- 
sumed spiritual  meaning  as  well.  By 
1330,  the  chronicler  Robert  Manning 
of  Brunne,  in  his  Story  of  England,  was 
referring  to  "ye  bondes  of  homage." 
John  Wyclif's  translation  of  the  Bible 
(1382)  praised  "the  bond  of  pees 
[peace)." 

Bond  also  came  to  symbolize  a 
pledge,  a person's  word  of  honor:  "the 
Kyng  had  mad  that  bond,  & drawen 
it,"  wrote  Manning.  Our  modern 
phrase,  "My  word  is  mv  bond,"  is  a 
direct  descendant  of  an  expression 
that  appears  in  a version  of  the 
Lancelot  legend,  circa  1500:  "O  kingis 
word  shuld  be  a kingis  bonde."  By 
1651,  when  Thomas  Hobbes  published 
his  philosophical  masterpiece,  Levia- 
tlum,  the  pledge  had  become  a formal 
contract  that  sounds  very  much  like 
theobligation  to  repay  a modem  bond: 
"when  a man  has.. .abandoned  or 
granted  aw'ay  his  right,  then  he  is  said 
to  be  OBLIGED  or  BOUND  not  to 
hinder  those  to  whom  such  right  is 
granted. ..and  that  he  ought,  and  itishLs 
DUTY,  not  to  make  void  that  volun- 


tary act  of  his  own. ...bonds  that  have 
their  strength,  not  from  their  own  na- 
ture, for  nothing  is  more  easily  broken 
than  a man's  word,  but  from  some  fear 
of  evil  consequence  upon  the  rup- 
ture." 

From  this  sense  of  strong  obliga- 
tion, it  was  a small  leap  to  make  a loud 
into  a promise  to  repay  a monetary 
debt.  Shylock,  in  Shakespeare's  Mer- 
chant of  Venice  (circa  15%),  agreed  to 
lend  Antonio  3, (XX)  ducats  for  three 
months  if,  in  Shylock's  words,  Anto- 
nio would  "go  with  metoa  notary, seal 
me  there  your  single  bond."  Shylock's 
repayment,  if  Antonio  defaulted, 
would  be  "an  equal  pound  of  your  fair 
flesh." 

Shakespeare,  who  treated  every 
word  as  a mine  of  meaning,  probably 
chose  the  image  of  a pound  of  flesh  on 
purpose.  Tire  word  covenant  (from  the 
Latin  oonvenire,  to  come  together)  had 
already  been  used  in  English  for  nearly 
300  years,  often  interchangeably  with 
bond.  Shakespeare's  "pound  of  flesh" 
may  have  been  a warped  echo  of  the 
Jewish  covenant  between  Abraham 
and  God,  in  which  the  Lord  com- 
manded Abraham  to  "circumcise  the 
flesh  of  your  foreskin."  In  that  context, 
of  course,  covenant  retained  a much 


stronger  meaning  than  its  Latin  sense 
of  mere  "agreement." 

As  early  as  1385  or  so,  when 
Chaucer  wrote  The  Legend  of  Good 
Women,  covenant  was  already  com- 
mon: "And  in  myn  self  this  couenaunt 
made  I."  By  1555,  it  had  acquired,  by 
natural  extension,  a financial  meaning, 
just  as  bond  had  done:  "They 
oouenaunted  with  hym  topayeyearely 
a hundreth  poundeweyghtof  perles," 
wrote  Richard  Eden,  a chronicler  of 
New  World  explorations.  The  word 
quickly  took  the  narrower  meaning, 
which  it  retains  today,  of  the  specific 
promises  enumerated  in  a contract:  In 
Shakespeare's  Cymbeline,  written  in 
1610,  the  Roman  gentleman 
Posthumus  Leonatus  pledges  a dia- 
mond ring  as  security  for  a bet,  saying 
"Let  there  be  covenants  drawn  be- 
tween us"  by  lawyers. 

The  document  that  contains  the 
covenants,  the  indenture,  is  a term  of 
bondspeak  derived  from  the  human 
body.  It  comes  from  the  Latin  dentem, 
"tooth."  An  indenture  is  something 
furnished  with  teeth,  like  a document 
edged  with  tooth-like  incisions. 

For  security,  each  party  to  a legal 
or  financial  agreement  insisted  that  the 
document  be  written  in  duplicate  on  a 
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single  piece  of  parchment  that  was 
then  cut  in  two  with  a toothed  pattern. 
That  prevented  forgeries  or  illicit  alter- 
ations of  the  terms:  Whenever  a dis- 
pute arose  or  the  contract  expired,  the 
two  parts  of  the  document  would  be 
touched  together  to  make  sure  that  the 
indentures,  or  "teeth,"  met  evenly. 
William  Caxton,  in  The  Cronicles  of 
England  (1480),  described  how  they 
worked:  "The  founne  of  accord.. .was 
in  a payr  of  Endentures  and  they  put 
her  seales  unto  that  one  part,  and  they 
that  comen  in  the  kynges  name  putt 
her  seales  to  that  other  part  of 
endentures."  It  is  air  ancient  practice, 
and  the  word  first  appears  in  English 
in  the  1300s,  as  in  this  description  of  a 
grant  from  Robert,  Earl  of  Fy fe,  in  1 385 : 
"of  the  wytnes...of  the  forsayde 
endenturis  I hase  put  my  Cele." 

hi  later  years,  the  shape  of  the 
"indents"  became  less  toothlike,  as 
these  rare  Colonial  indentures  from 
the  Museum  of  American  Financial 
History  illustrate.  And  in  recent  years, 
some  junk-bond  investors  have  dis- 
covered too  late  that  their  indentures 
lacked  any  teeth  at  all.  If  lenders  and 
debtors  alike  remembered  that  inden- 
tures are  quite  literally  the  documents 
that  put  teeth  into  creditors'  claims, 
they  might  well  borrow  and  lend 
money  more  carefully. 

Today,  when  financial  engineers 
speak  of  stripping  the  coupon  from  the 


corpus  (or  body)  of  a bond,  they  are 
recalling  another  image  that  compares 
bonds  with  the  human  body.  Principal 
is  ultimately  rooted  in  the  In  tin  word 
for  "head,"  caput;  it  is  a combination 
formed  in  Roman  times  by  adding 
primus,  or  "first,"  to  ceps,  a form  of 
"head."  ( Cap  and  Capital  have  the  same 
root.)  Tire  principal  is  literally  the  head 
of  the  loan-which  may  help  explain 
why  investors  refer  to  the  "face  value" 
of  a bond. 

Principal  dates  to  the  14th  Century 
in  English.  A chronicle  from  1340  men- 
tions "principale  dette,"  and  by  1390  it 
was  being  used  hr  our  modem  sense  of 
"total  amount  invested,"  as  hr  a letter 
from  the  Earl  of  March,  who  writes  of 
"our  costages  [purchase  prices]  as  of 
our  principale."  Early  on,  principal  also 
came  to  mean  the  amount  payable  on 
maturity,  as  in  this  description  from 
Robert  Fabyan's  The  Newe  Cronycles  of 
Englande  and  ofFraunce  (1494):  'It  was 
ordeyned  that  the  sayd  dettours  to  the 
sayd  usurers  shuld  paye  the  pryncipall 
dette  unto  the  kyirge  at  theyr  dates  of 
payment." 

Interest,  however,  has  no  direct 
connection  with  the  human  body.  It 
comes  from  two  Latin  words,  inter, 
"between,"  and  esse,  "to  be"-and  thus 
means  "that  which  is,  or  comes,  be- 
tween." It  has  the  same  ori  gin  as  "inter- 
ested": to  be  concerned  with,  to  have 
an  interest  in,  to  cross  the  gap  between 


a person  and  an  object. 

Interesse  appears  frequently  in 
Latin.  Under  Roman  law,  interesse  was 
the  penalty  amount  due  if  the  debtor 
defaulted;  interest  in  the  modem  sense 
of  an  accruing  rate  of  repayment  was 
called  usura.  Usury,  of  course,  was  a 
serious  crime  under  Catholic  law.  But, 
as  the  Middle  Ages  passed,  a lender 
was  permitted  by  the  Church  to  book 
even  a good  loan  as  a kind  of  loss,  since 
he  had  surrendered  the  use  of  the 
money  to  the  borrower,  thus  forego- 
ing profit  through  the  inability  to  rein- 
vest. By  the  early  1200s,  under  this 
theory  of  compensation  for  loss,  lend- 
ers were  beingtacitly  allowed  tocharge 
interest  without  being  condemned  for 
usury;  the  word  turns  up  in  English  in 
the  early  1300s.  But  interest  was  not 
formally  legalized  in  England  until  the 
statutes  of  Henry  VEH,  which  set  a 
ceiling  of  10%  interest  in  1545. 

That  rooted  meaning  of  mutual 
concern  passing  between  two  parties 
suggests  that,  ideally,  the  one  who 
pays  interest  lias  the  same  interest  as 
the  one  who  receives  it:  seeing  that  the 
entire  loan  is  repaid  on  time. 

Sometimes  the  original,  long- 
forgotten  derivations  of  words 
remind  us  of  their  truer  meanings. 
"Tobe  between"  is  an  ideathatmod- 
em  financiers,  who  delay  and  de- 
fault and  sue  with  cynical  haste, 
should  pause  to  remember. 
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The  curved  indenture  at  the  left  edge  marked  this  "sight  draft " as  one  of  five  cut  pom  the  same  page.  It  was  meant  as  payment  for  supplies  to  the 
British  soldiers  stationed  in  America  in  1763. 
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Street  Smart 


A crossword  puzzle  relating  to  the  business  of  Wall  Street 
by  Denzil  J.  Klippel 


Across  44. 

2.  Long  shots,  usually  costing  less  than  $3  45. 

4.  National  market  system  (abbr.)  46. 

6.  I.O.U.S  that  mature  in  over  10  years  47. 

7.  Equity  value  used  only  for  bookkeep-  50. 

ing  purposes,  or  bonds  at  100  52. 

9.  Tax  identification  number  (abbr.) 

10.  National  Futures  Association  (abbr.)  54. 

1 1 . Conversion  to  cash;  Chapter  7 56. 

12.  Security  ID  number  assigned  to  every  57. 
stock  and  bond 

13.  Matchmaker  of  the  Exchange  58. 

16.  Federal  commission  that  regulates 

securities  (abbr.)  59. 

17.  Statistical  composites;  basket  of  stocks 
19.  Objecting  beneficial  owner  (abbr.) 

21.  Initial  public  offering  (abbr.)  60. 

22.  Use  of  a little  money  to  control  the  rights 

of  something  of  greater  value  61 . 

24.  Pertaining  to  the  large  investment 
community 

25.  Certificate  of  Deposit  (abbr.)  1. 

27.  Y ou  need  this  to  trade  on  the  floor  of  any 

exchange  3. 

28.  A downturn  in  economic  activity  5. 

29.  Coupon  divided  by  principal  amount  6. 

30.  Consumer  price  index  (abbr.)  7. 

33.  Debt  sold  at  less  than  par  value 

35.  Trading  area  8. 

36.  Proof  that  your  order  was  carried  out 

37.  Over-the-counter  (abbr.)  12. 

39.  A multiple  of  100  shares  14 

42.  When  bond  will  be  retired  1 5 

43.  A trade  at  a higher  price  1 8 


Price/ earnings  ratio  (abbr.) 

Builds  up 

Bond  with  a higher  claim 
Debt  traded  on  NYSE  during  WWI 
A company’s  offering  statement 
A reserve  put  aside  to  redeem  some 
bonds 

Market  pessimist 

What  Ivan  Boesky  did 

Backed  only  by  the  good  credit  of  the 

issuer 

Exchange  formed  by  Buttonwood 
Agreement  on  May  17,  1792 
Exchange  formed  from  a group  of  trad- 
ers who  bought  and  sold  stock  on  the 
street  until  70  years  ago 
Provides  analyses  of  corporate  perfor- 
mance yearly 

You  actually  sell  stock  before  you  buy  it 

Down 

Deals  made  now  to  take  place  in  the 
future 

Sometimes  called  account  executive 
Securities  Industry  Automation  Corp. 
I.O.Us  that  mature  in  one  year  or  less 
Used  to  protect  traders  from  disastrous 
losses 

Buy  or  sell  orders  called  out  publicly  or 

by  hand  signals 

The  Chicago  Board  of  Trade 

Internal  Revenue  Service  (abbr.) 

Market  optimist 

The  Wall  Street  Journal  (abbr.) 


20.  Amount  repaid  when  bond  matures 

23.  British  government  bonds 

26.  A program  that  enables  individuals 
to  set  aside  income  each  year  toward 
retirement  (abbr.) 

29.  Easy  money  creates  this 

31.  Commodity  Futures  Trading  Com- 
mission (abbr.) 

32.  Mutual 

34.  The  agreed  selling  price 

35.  The  NYSE  closing  bell  is  rung  here 

38.  Mathematical  indicator  for  stocks 

39.  Bond  issues  called  this  way  when 
chosen  by  lottery 

40.  Non-objecting  beneficial  owner 
(abbr.) 

41.  Money  owed 

48.  Nat'l  Association  of  Securities  Deal- 
ers Automated  Quotations  (abbr.) 

49.  Not  a multiple  of  100  shares 

51.  The  Federal  Reserve  Bank 

53.  date 

55.  Chicago  Mercantile  Exchange 


Puzzle  answers  ivill  be  published  in  issue 
#46.  If  you  have  a hidden  talent  for  creat- 
ing puzzles  of  a financial  orscripophilist 
nature,  send  them  to  us.  Friends  will  pay 
you  a prize  of  $25  for  each  one  used. 


Friends  of  Financial  History  39 


S.J!  ft 


Advertisement 


FRIENDS  AUCTION  #45 
MAIL  BID  ONLY 


COLORS: 


Yellow 

bl  - 

Blue 

or  ■ 

Orange 

Brown 

ol  - 

Olive 

go  ■ 

Gold 

Green 

rd  - 

Red 

gy  ■ 

Grey 

Deadline  for  Receipt  of  Bids: 
THURSDAY,  MAY  7,  1992  - 12:00  NOON 


CODES: 

Cb  - Coupon*,  bcxmd  with  the  certificate. 
Cs  Coupons  at  the  aide. 

Cu  - Coupons  underneath. 

U Unissued  (All  certificate*  are  Iasuod 
Common  Stock,  inless  specified). 

P Preferred  Stock. 

CD  Certificate  of  Deposit. 

POC  - Punch  Out  Cancellation. 

STATES  - Two  letter  postal  codes. 


1 St.  Louis,  Alton  & Terre  Haute  RR  (IL-IN)  1862.  34  shs,  all 

rd.  Cows,  train  crossing  bridge  in  the  distance.  Full-width 
bottom  vignette  featuring  train  pulling  into  a lakeside  station. 
Ink  cancelled.  Two  small  POC’s  across  signatures.  CC.  P. 

($60-Up) 

2 Alton  Manufacturing  (NY)  1906.  4 shs,  gr.  Ornate  title 

flanked  by  allegorical  women.  P.  Boston  Banknote.  ($25-Up) 

3 In  ter  borough -Metropolitan  (NY)  1915.  100  shs,  or.  Voting 

Trust  Certificate.  Winged  figure  holding  ball  of  light  and 
winged  wheel.  ABN.  ($20-Up) 

4 New  York  City  Revenue  Bond  (NY)  1857.  $1300,  with  green 

embossed  paper  seal.  NYC  Arms.  Signed  by  Fernando 
Wood,  the  mayor  who  advocated  that  New  York  secede 
from  the  Union  ($30-Up) 


5 Huntington,  C.  P.:  Short  Route  Rwy  Transfer  of  Louisville 

(KY)  1884.  71  shs.  #29.  Steam  engine  leaving  town. 
Louisville  Lith.  Signed  by  Collls  P.  Huntington  as 
president.  ($35(MJp) 

Collls  Potter  Huntington  (1821-1900),  American  railroad 
magnate  and  capitalist.  He  caught  the  gold  fever  and  moved 
to  California  in  1849,  where  he  became  involved  with 
building  a transcontinental  railroad.  As  a lobbyist  in 
Washington,  he  contributed  to  the  development  of  Western 
railroads.  While  president  of  the  Southern  Pacific  Railroad, 
the  Transcontinental  Railroad  was  completed.  Huntington 
also  became  involved  in  steamship  companies. 

6 Rock  Island  Southern  RR  (IL)  1907.  $1000.  5%  First 

Mortgage  Gold  Bond,  Cb,  gr.  Steam  train,  #1011.  CBN. 

($3  0-Up) 

7 Greyhound  Parks  of  Arizona  (AZ)  1962.  1400  shs,  gr. 

Corporate  seal  featuring  a racing  greyhound.  Interesting  and 
unusual!  ($30-Up) 

8 Eureka  Mining  (AZ  Terr)  1909.  62,050  shs,  or  borders  and 

underprint.  #11.  Miners  busy  working  underground. 
Unusually  high  denomination.  ($40-Up) 

9 Rank  Organisation  Ltd.  (ENGLAND)  1975  . 500  shs,  br,  ol 

central  underprint  of  corporate  seal  featuring  man  banging 
gong.  ($15-Up) 

10  New  York  City  Corporation  Assessment  Fund  Bond  (NY) 

1860.  $1000.  gr  embossed  corporate  seal.  Bustling  City  Hall 
grounds.  NYC  arms.  Marginal  edge  split  at  bottom  right. 
Signed  by  Fernando  Wood  as  mayor.  ($5 0-Up) 

Issued  for  opening,  widening  and  extending  streets, 
avenues  and  public  places,  or  squares. 

11  Escanaba,  Iron  Mountain  & Western  RR  (MI)  1890.  $1000. 

#10.  First  Mortgage  Bond,  Cs,  gr.  Allegorical  females  & 
blacksmith  in  ovals.  Sphinxes.  Steam  train  at  bottom  center. 
ABN.  Numerous  POC’s,  else  an  attractive  certificate. 

($35-Up) 

12  Fulton  Motors  (DE)  1920.  One  share,  or.  Bald  eagle  on  shield 

and  flag.  P.  ($3©-Up) 

13  New  Orleans  & Ohio  Telegraph  Lessees  (KY)  1858. 

Louisville.  20  shs.  Justice,  Commerce,  Agriculture.  Three 
women  hold  frame  with  SHARES.  Train,  canal  boat. 
Trimmed  to  border  at  left,  water  & rust  stained.  ($30-Up) 

14  Huntsman  Copper  Mining  (WV)  1899.  50  shs,  gy,  go 

embossed  corporate  seal  and  underprint.  Allegorical  female, 
top  left.  ($40-Up) 

15  Good  Samaritan  Consolidated  Mining  (CO)  1 90  . Cripple 

Creek.  10  shs,  gr  borders  and  underprint.  Prepared,  but 
undated.  Issued  to  and  signed  by  H.  G.  Curran  as  president. 

($40-Up) 

16  Merchants  Exchange  of  St.  Louis  (MO)  1882.  Membership 

Certificate.  Busy  river  scenes.  Company  building.  ($20- Up) 

17  Granite  Improvement  (PA)  1906.  1000  shs.  Issued*  to  the 

Penmylvania  Company,  with  stock  transfer  attached.  POC. 

($15-Up) 


18  Consolidated  Lake  Superior  (CT)  1902.  100  shs,  gr.  Factory 

with  smoke  stacks,  steam  train.  FLBN.  ($30- Up) 

19  Union  Consolidated  Oil  (WV)  1901.  1000  shs,  bl  borders  and 

security  underprint.  Eagle  on  shield  & flag,  bison,  train  and 
steamboat  - all  in  rope  frame,  top  left.  NYB.  ($30-Up) 

20  West  Virginia  Traction  & Electric  (WV)  1912.  21  shs,  or. 

ABN.  P.  ($20-Up) 

21  Providence  City  Water  Refunding  Loan  (RI)  1900.  $1000. 

bl.  Due  1930.  Settlers  greeted  by  Indians.  Maiden  fetches 
water  for  sheep.  Two  allegorical  women.  Tiny  cancellation 
holes  on  signature  blocks,  else  quite  attractive.  ABN. 

($50-Up) 

22  Adams  Engineering  (MA)  1954.  5000  shs,  gr.  #24.  Building 

facade.  Issued  to  L.  Sherman  Adams  and  signed  by  him  as 
treasurer  and  as  president.  Sherman  Adams  was  the  White 
House  Secretary  under  Eisenhower.  ($20-Up) 

23  Prudential  Assurance  (ENGLAND)  1898  . 20  shs,  bl. 

Allegorical  female  surrounded  by  delicate  scroll  work. 
Fancy  title  flourish.  ($20-Up) 

24  #1:  Commercial  Water  (PA)  1908.  3 shs,  gy,  go  embossed 

corporate  seal  and  underprint.  Eagle.  Issued  to  and  signed  by 
E.  C.  Brown  as  president.  POC.  ($25-Up) 

25  Northern  Alabama  Coal,  Iron  & Rwy  (NJ)  1900.  $1000. 

First  Mortgage  5%  40- Year  Gold  Bond,  Cb,  bl.  Miner 
flanked  by  train.  Coal  miners  working  in  a tunnel,  bottom 
center.  ABN.  (WO-Up) 

26  American  Zinc  (NY)  1869.  1000  shs.  Eagle  on  shield  & 

arrows.  R44  (rubber  stamp  cancelled).  ($35-Up) 

27  Ancient  Order  of  Hibernians,  Division  No.  6 (NY)  1908  . 2 

shs,  gy,  go  embossed  corporate  seal  and  underprint,  title  in 
green.  Eagle  on  dome,  top  left.  ($20- Up) 

28  Star  Motors  (DE)  1924.  5 shs,  rd.  Star  flanked  by  industrial 

building.  EAW.  ($IOO-Up) 

This  company  was  introduced  by  Durant  Motors  in  1 922  to 
compete  head-on  with  Ford’s  low-priced  Model  T.  Less  than 
a year  after  the  first  Star  rolled  off  the  assembly  line,  the 
100,000th  car  was  produced.  The  Star  was  the  first  major 
American  car  to  offer  station  wagon  styling  from  the  factory. 
And  though  it  had  become  quite  a popular  car  in  America  for 
more  than  half  a decade,  the  Star  was  discontinued  in  1828 
as  part  of  Durant’s  streamlining  efforts  to  save  his  business. 
Please  see  next  lot. 

29  Durant  Motors  (DE)  1925.  5 shs,  br.  Company  logo  flanked 

by  winged  allegorical  figures.  ABN.  A fine  example  of  a 
once  most  sought  after  stock  in  America,  second  only  to 
AT&T.  ($1 00-Up) 

Founded  in  1921  by  William  C.  Durant,  one  of  most 
spectacular  and  colorful  entrepreneurs  in  American 
automobile  history  and  also  founder  of  General  Motors. 
Conceived  along  GM  lines,  this  company  produced  Star, 
Eagle,  Flint,  Princeton,  Rugy  and  Locomobile. 

30  New  York  City  Central  Park  Fund  Stock  (NY)  1858.  $5000. 

beige  underprint.  State  arms.  Ink  cancelled  across  in  red. 
Issued  to  N.  M.  Rothschild  & Sons;  signed  boldly  by 
August  Belmont  on  the  attached  stock  power.  [2]  ($350-Up) 
August  Belmont  (1816-1890)  was  an  American  banker 
and  diplomat.  He  established  a banking  firm  bearing  his 
name  in  New  York  City  and  served  as  U.  S.  agent  for 
Rothschild  banking  interests. 

There  is  a rectangular  piece  missing  at  upper  right 
partially  affecting  printed  text  of  stock  power,  else 
Belmont’s  full  signature  is  dark,  bold  and  about  5"  wide. 
Please  see  Lot  112. 

31  Texas  Republic  Public  Debt  1850.  $200.  (Cr.48C13).  bl-gy 

paper.  Tight  margin  at  left,  marginal  edge  splits  at  bottom, 
foxing,  and  minor  ink  corrosion  on  blank  margin  at  top  right. 

($80-Up) 

32  Germania  Fire  Insurance  (NY)  1864.  40  shs.  Enchanting 

certificate  featuring  a full-height  vignette  at  left  of  a woman 
with  sword  and  shield  seated  under  a large  tree.  Ink 
cancelled,  with  few  light  yellowish  spots,  else  in  very  nice 
condition.  Hosford  & Co.  R44  (initialled  and  dated). 

($75-Up) 

33  Jim  Butler  Mining  (DE)  1925.  18  shs,  bl.  Miners  working 

underground.  ABN.  ($25-Up) 


34  Central  Bridge  (NH)  1823.  Bristol,  Grafton.  One  share. 

Smaller  format  certificate.  Light  water  staining  at  right  edge, 
else  early  and  in  very  nice  condition.  Issued  to,  recorded  and 
attested  by  James  Chase,  clerk.  ($60-Up) 

35  Denver  & Rio  Grande  Western  RR  (DE)  1924.  $100. 

General  Mortgage  Sinking  Fund  Gold  Bond,  Cs,  bl.  Busy 
train  station.  ABN.  ($40-Up) 

36  Beaver  Dam  Water  (PA)  1910.  One  share,  gy,  gr  embossed 

corporate  seal  and  underprint.  Eagle  flanked  by  train  and 
steamboat.  Small  punch  holes  through  signatures.  ($20-Up) 

37  New  York  State  Stock  1842.  $1000.  Comptroller’s  Office. 

State  arms.  Ink  see-through  from  transfer  notations  on  verso. 
Few  tiny  POC’s.  Rawdon,  Clark  & Co.  ($25-Up) 


38  Gates,  J.W.:  Baltimore  & Ohio  RR  1899.  100  shs,  gr. 

Preferred  Stock  Trust  Certificate.  Locomotive  in  a circle  at 
top  left.  IBN.  Issued  to  and  signed  by  J.  W.  “Bet-a- 
Mllllon”  Gates  on  verso.  POC.  ($500-Up) 

John  Warne  Gates,  1855-1911,  American  capitalist, 
promoter,  daring  speculator  and  gambler  known  as  “Bct- 
(You)-a- Million  Gates”.  His  exploits  in  the  New  York  stock 
market  were  both  predatory  and  legendary;  one,  however,  an 
attempted  bilking  of  J.  P.  Morgan  in  a battle  over  control  of 
Louisville  & Nashville  Railroad  backfired  and  cost  him  his 
fortune.  Retired  from  New  York  and  entered  oil  industry  in 
Texas;  an  organizer  of  Texas  Company  (forerunner  of 
T exaco) . 

A similarly  signed  certificate  realized  $775  in  our  1992 
Strasburg  Stock  & Bond  Auction,  Lot  290. 

39  Mergenthaler-Horton  Basket  Machine  (ME)  1902.  70  shs,  br 

borders,  gr  underprint.  Allegorical  females,  eagle,  gears  and 
farm  produce.  R167  (rubber  stamp  cancelled).  ($30-Up) 

40  New  York  City  Volunteer  Soldiers  Family  Aid  Fund  Bond 

(NY)  1861.  $300.  bl  embossed  paper  seal.  State  and  City 
arms.  Eagle.  Musical  instruments,  top  comers.  Signed  by 
Fernando  Wood  as  mayor.  Snyder,  Black  & Stum.  ($50-Up) 

41  Continental  Tobacco  Stemming  Machine  (DE)  1915.  250 

shs,  gr.  ($2(MJp) 

42  New  York,  Ontario  & Western  Rwy  1881.  2 shs,  gy,  bl 

security  underprint.  Route  map  flanked  by  sailing  ship  and 
steam  engine.  Signed  by  C.  N.  Jordan,  Secretary  of  the 
Treasury  under  Cleveland.  Small  POC’s  through  signatures 
and  partially  touching  vignettes,  else  quite  handsome.  ABN. 
P.  (S50-Up) 

Incorporated  in  1879  to  succeed  the  New  York  & Oswego 
Midland  RR;  abandoned  in  1957. 

43  Michigan-Peninsular  Car  (IL)  1892.  One  share,  br. 

Allegorical  female  on  throne.  Title  on  fancy  background. 
Lovely  and  in  excellent  condition.  HLB.  ($60-Up) 

44  Albion  Consolidated  Mining  (CA)  1883.  Eureka  District,  NV. 

100  shs.  Miner.  Smaller  format.  ($50-Up) 

45  Cleopatra  Copper  (AZ  Terr)  1918.  500  shs,  gr.  Factory  with 

smoke  stacks  in  valley.  Miners  in  circles.  ($20-Up) 

46  Reading  (PA)  1902.  Jersey  Central  Collateral.  $1000.  4% 

Registered  Gold  Bond,  bl.  Commerce  flanked  by  cargoes, 
train.  Punch  holes  through  signatures.  ABN.  ($45-Up) 


47  Philadelphia  & Lancaster  Turnpike  Road  (PA)  1775.  One 
share,  embossed  seal,  on  parchment.  Covered  wagon 
traversing  farmland.  Signed  by  William  Bingham  as 
president,  and  Tench  Francis  as  treasurer.  An  excellent 
example  of  this  earliest  known  vignetted  certificate. 

($800-Up) 

William  Bingham,  political  leader,  founding  director  of  the 
Bank  of  North  America.  Binghamton,  NY  is  named  in  his 
honor.  Tench  Francis,  the  Cashier  of  the  Bank  of  North 
America  aid  Treasurer  of  many  other  companies. 
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48  Atlantic- Pad  He  Tunnel  (CO)  1883.  One  .hare.  .Unusual 

vigjKttc  featuring  » cross-section  of  t mountain  range 
.hewing  location  and  elevation.  Smaller  formal.  Signed  a* 
president  by  organizer  and  promoter,  Marcu.  Mill. 
Pomeroy  (1833-1896),  American  editor,  publisher  and 
author.  (SlOO-Up) 

49  American  Palace  Car  (ME)  1910.  3 »hi,  hr.  Steam  train 

leaving  riverside  station,  ferryboat.  NYBN.  ($60-l'p) 

50  Milwaukee  Palmer  Mountain  Gold  A Copper  Tunnd  (WA) 

1901 . Hbvurw  Lake  Mining  District.  1000  »h.,  gy  borders, 
or  seal  and  uraierprint,  bl  underprint  of  miners.  Eagle.  Few 
tiny  n»t  spots,  else  unusual  and  good  looking.  Five  R168  (all 

rubber  stamp  cancelled).  (SSO-l'p) 

First  time  offered  in  our  sale.  Rubber  stamp  indicate#  that 
thm  company  was  incorporated  into  The  Blue  Lake  Gold  A 
Copper  Mining,  Smelling  A Power  Company. 

51  Great  Northern  Rwy  (MN)  1914.  10  shs,  ol.  Miner.  Horse- 

driven  reaper.  laanberjacks.  Justice  along  bonders,  cither 
side.  ABN.  (560-Up) 

Only  about  24  of  these  were  found;  mutual  and  lovely  . A 
similar  certificate  realized  $85  in  cxir  1991  Memphis 
International  Mail  Bid  Sale. 

52  Sonora  Rwy  (USA-Mcxico)  1882.  210  shs.  Locomotive 

"PROGRESS'*.  Eagle  and  Mexican  seal  in  circles  along 
side  borders.  Punch  holes  through  signatures.  ABN.  Issued 
to  the  Atchison,  Topeka  A Santa  Fe  Railroad,  which 
controlled  this  road.  (540-l'p) 

This  262-mile  road  ran  from  Guaymas  to  Nogalea,  Mexico. 

53  Centre  Turnpike  Ruud  (PA)  1821.  One  share,  embossed 

corporate  seal.  Smaller  formal.  This  road  ran  from  Reading 
toSmbury.  (560-l'p) 

54  Massachusetts  Bay  1777.  £28.  (Anderson  MA-10).  6% 

Treasury  Certificate.  Sword-in-hand  vignette,  ornate 
borders.  Partially  trimmed  to  border  at  left.  Issued  to  redeem 
the  Stale's  bilk  of  credit.  Please  see  Lot  87 for  emother  type. 

(5350-Up) 

55  American  Coal  of  Alleptny  County  (MD)  1866.  100  shs. 

Train.  Red  ink  cancellations.  R48  (rubber  stamp  cancelled). 

(545-Up) 

56  Harlem  River  A PortcheaUr  RR  (NY)  1877.  55000.  or.  Train 

in  rural  setting.  Few  tiny  odge  splits.  CBN.  (540-l'p) 

57  Cincinnati  Rwy  Tunnel  (OH)  1872.  100  shs.  bl 

"PREFERRED".  Beautiful  scenic  landscape.  Portray  of  a 
lovely  woman  at  left.  Issued  to  Mess.  Fremont  A Morion 
and  endorsed  in  three  lines  on  verso  by  J.  C.  Fremont. 
Minor  edge  nick*  an  top  left,  else  s handsome  autographed 
certificate.  With  a full-length  profile  engraving  of  Fremcnt, 
10"  x 8".  (5300-l'p) 

John  Char  lea  Fremont  (1813-1890)  was  an  army  officer, 
explorer,  and  one  time  Presidential  candidate.  In  his  youth 
Fremont  surveyed  the  route  of  a potential  railroad  between 
Charleston  and  Cincinnati.  Fremont  blazed  paths  to  the 
West,  including  the  famous  "Oregon  Trail*  earning  him  ■ 
nickname  ‘"The  Pathfinder".  His  huge  estates  and  the 
diaoovery  of  gold  in  California  made  him  rich.  Served  briefly 
as  one  of  California's  first  senators.  In  1856  his  wide 
popularity  and  antialavery  opinions  won  him  the  Republican 
nomination. 

58  United  Slats*  Shipbuilding  (NJ)  1902.  100  aha,  br.  Battle  ship 

(USS  Oregon)  with  sailors  on  deck.  FLB.  P.  Highly 
desirable  for  its  handsome  and  inusual  vignette.  ($109- l'p) 


61  Flint  Motor  (MI)  1924.  25  shs,  pr.  Allegorical  females  holding 

company  logo  flanked  by  factories.  EAW.  (5109-1-  p) 

Active  between  1923-27,  this  company  operated  as  part  of 
0k  Durant  Corporation  and  was  subsequently  discontinued 
as  Billy  Durant  struggled  to  save  his  business.  The  first  Flint 
was  dubbed  by  th:  press  as  a “modified  Chrysler”  and  later 
a "junior  Loccmobik”  after  Durant  acquired  the  company . 
Please  see  Lots  28  A 29  for  related  items. 

62  Mar  moo  Motor  Car  (IN)  1932.  100  shs,  gr.  Three  allegorical 

figures  with  winged  wheel.  ABN.  (5150-Up) 

Active  between  1902-1933,  the  Marrnon  Motor  Car 
prospered  out  from  Nordyke  A Marrnon  Company,  a flour 
milling  machinery  manufacturer.  The  first  six  Marrnon  cars, 
namr*l  after  its  brilliant  engineer  and  designer,  Howard  C. 
Marrnon,  were  built  anl  sold  meetly  to  friends.  Full 
automobile  production  began  in  1905  and  was  prospering 
until  tie  slock  market  crash  in  1929,  which  saw  the  Marmoo 
annual  sales  plummeted  from  over  22,000  to  a mere  86  by 
1933.  To  the  everlasting  glory  of  history,  however,  the 
Marmcn  went  out  like  it  came  in,  with  an  advanced  motorcar 
of  utter  magnificence,  which  was  topped  only  by  Cadillac  s 
16-cylinder. 

A similar  certificate  realized  SI 75  in  our  1992  Sirasburg 
Slocks  A Bonds  Sale. 

63  Keo  Motor  Car  (M0  1^22-  2 shs,  ol.  Monogram  flanked  by 

allegorical  females.  Slight  waters  la  ining.  "R"  cancellation 
on  signatures.  RBN.  ($1 08-Up) 

"REO"  comes  from  the  initials  of  Ransom  E.  Olds,  who 
opened  what  could  be  classified  as  Detroit’s  first  automobile 
factory  1899.  In  1904,  he  left  that  company  to  form  the  REO 
Motor  Car  Company . 

64  New  York  County  Soldiers  Bounty  Fund  Bond  No.  2 1865. 

540,000  . 6%  Bond,  rd  embossed  paper  seal.  Soldiers*  camp 
scene.  NYC  arms.  Tiny  edge  split  cither  side.  (560-l'p) 

65  Rio  Plata  Mining  (AZ  Terr)  1910.  10  shs,  gr.  Miners  working 

urricr ground.  Eagle  in  circles.  Spshinx.  ABN  Lilh.  (535-Up) 

66  Brooklyn  Rapid  Transit  (NY)  1919.  40  shs,  br.  Front  view  of 

trolley,  upper  left.  FLB.  (535-Up) 

67  Brooklyn  A Brighton  Botch  RR  (NY)  1895.  $1000  . 6% 

Income  Bond,  gr.  Train  emerges  from  tunnel,  steamboat  in 
the  distance.  NYB  Lilh.  First  time  offered  in  our  sale; 
attractive  and  in  excellent  condition.  ($60- Up) 

68  Georgia -Ala  bums  Investment  A Development  (AL)  1891.  5 

shs,  br.  Georgia  Slate  seal  in  a circle.  Beacon  Lilh.  Signed 
as  president  by  Benjamin  F.  Butler,  1818-93,  Civil  War 
general,  lawyer  and  an  immensely  popular  political  leader. 

(5200-Up) 

69  Taunton  Branch  RR  1837.  70  shs,  embossed  paper  seal.  A 

short  edge  split  along  wide  top  margin,  wale  retained. 

(535-Up) 

70  Chicago,  Burlington  A Quincy  RR  (IL)  1901.  100  shs,  br. 

Train,  steam  boat  in  the  distance.  Small  POC's  on 
signatures.  ABN.  Issued  to  and  signed  on  verso  by  John 
Inslry  Blair  Jr.,  American  capitalist.  (550-Up) 

71  Boston,  Hartford  A Erie  RR  (MA)  1866.  $1000  bond,  Cb, 

gr.  Busy  rural  train  station.  Columbia  and  eagle  against 
scenic  country  scene.  NBN.  RN-P5Q).  RN-WZ  Lovely  and 
attractive  bond!  (570-Up) 

72  Frank  Slddall’s  Soap  (NJ)  1906.  100  shs,  br.  Biat-lcngth 

portrait  of  the  founder.  Ixonhardt  A Son.  ($30-Up) 


59  Klamath  Placer  Mining  (NY)  1902.  5500.  Firet  Mortgage  6* 
Gold  Bond,  Cu,  gr.  Man  hosing  hillside.  Horse-riding  Indian 
warrior  in  ■ circle  at  bottom  right.  NYBN.  R169  (rubber 
stamp  cancelled).  Mining  bonds  are  quite  scarce;  this  is  the 
firet  time  we  have  seen  or  offered  this  bond.  (5100-l  p) 


60  Missouri,  Kansas  A Texas  Rwy  1880.  100  shs,  gr.  CaUk, 
sheep.  Cherubs.  ABN.  POC.  Issued  to  and  endorsed  by  J.  J. 
Slocum;  signed  by  Jay  Could  as  president.  (5300-Up) 

Jay  Gould  (1836-1892)  was  one  of  America’s  most 
colorful  financiers  and  premier  robber  baron.  At  the  start  of 
the  Civil  War,  he  became  involved  in  a series  of  railroad 
slock  manipulations . Associating  himself  with  James  Fiak 
*nd  Daniel  Drew,  he  struggled  with  Cornelius  Vanderbilt  for 
control  of  the  Erie  RR.  Gould  also  conspired  with  Fisk  in  an 
attempt  to  comer  the  gold  market  thus  causing  the  Panic  of 
Black  Friday  on  September  24,  1869.  By  1886,  Gould  was  in 
virtual  control  of  the  New  York  City  elevated  railways,  and 
the  Western  Union  Telegraph  Company.  He  left  a vast 
fortune  to  his  son  George  Jay  Gould. 

Gould’s  signature  is  touched  by  small  POC’s  in  two 
places,  else  dark  and  legible. 


73  Kirkland  Iron  (NY)  1880.  10  shs.  04.  Beehive  with  swarming 

bees.  Issued  to  Theodore  W.  Dwight  as  trustee,  filled  and 
signed  by  him  as  president.  (540-l'p) 

74  Cleveland,  Columbus,  Cincinnati  A lndlanap>oili  Rwy  (OH) 

1880.  10  shs.  Train  emerging  from  under  a bridge.  Bust 
engraving  and  sailship  at  lower  right.  Rubber  stamp 
cancelled.  ABN.  ($40-l'p) 

75  New  York  City  1819.  $200.  Partly -printed  voucher  addressed 

to  the  Treasurer’s  office  for  "regulating  Laurens  Street  on 
account".  CC.  (530-Up) 

76  Mississippi  A Missouri  (1A)  18_.  Shares,  all  bl.  Charming 

certificate  depicting  Indians  watching  bisons  flee  from  train, 
woman  and  child  under  a tree  by  a stream,  ferryboat  and  an 
Indian  warrior.  DW.  Unissued,  but  signed  as  president  by 
John  A.  Dlx,  1798-1868,  American  army  officer,  NY 
governor  and  secretary  of  treasury.  In  excellent  condition. 
With  Dix’s  handsome  engraving.  [2]  (550-Up) 

Please  see  Lot  113  for  a different  issued  type. 

77  Ensley  Land  (AL)  1906.  Jefferson  County.  One  share,  br. 

Riverside  industrial  town.  Miners.  Sphinx.  Small  POC’s 
through  signatures.  ABN.  Handsome  and  unusual!  (550-Up) 

78  Veta  Madre  Milling  A Reduction  (NY)  1886.  Gwvuyuato, 

Mexico.  200  shs,  all  or.  Rural  mining  site.  Smaller  format. 
First  time  we  have  seen  and  offered!  (560-l'p) 


79  Wilmington  A Northern  RR  (NJ-PA)  1881.  859  shs.  Busy 

dock  scene . State  arms,  cither  side.  Small  COC  an  embossed 
corporate  seal.  Red  ink  cancellations . Brcuker  A Kessler 
Lilh.  Issued  to  and  signed  by  Henry  A.  Du  Pont  as 
president.  (5500-Up) 

Henry  Algernon  Du  Pont  (1838-1926),  a U.S.  army 
officer  and  politician;  awarded  a Medal  of  Honor  for  brilliant 
action  at  Cedar  Creek  during  the  Civil  War,  U.S.  Senator 
(1906-17). 

Du  Pont’s  signature  is  cancelled  in  red  ink,  else  dark  and 
legible. 

80  Louisville  A Northern  Rwy  A Lighting  (IN)  1906.  10  shs, 

gr.  Trolley  bus.  Light  bulb  flanking  title.  CBN.  COC. 
Signed  as  president  by  Samuel  lnsull,  1859-1938,  piublic 
utility  magnate  and  pm  vale  secretary  to  Thomas  Edison. 

(5100-Up) 

81  Maxim  Munitions  (DE)  1917.  100  shs,  br.  With  a full 

signature  of  Hiram  Percy  Maxim,  1869-1936,  American 
inventor,  on  card  (about  3"  x 5").  Ideal  pair  for  framing 
and/or  display.  [2J  (550-Up) 

82  Arizona  Gold  King  Mining  (AZ)  1920.  2500  shs,  gr.  #3. 

Factory.  Miners.  (540-Up) 

83  Canada  Southern  Rwy  1952.  100  shs,  gy  borders,  beige 

security  undcrprinl.  Busy  rural  train  station.  Beehive,  bottom 
center.  NBN.  (525-Up) 

84  Playboy  Enterprises  (DE)  1982.  One  share,  br.  Reclining 

nude  female.  Playboy  logo,  bottom  center.  ABN.  Facsimile 
signature  of  Hugh  Hefner.  Issued  to  R.  M.  Smythe  A Co. 

($75-Up) 

85  Colt’s  Manufacturing  (CT)  1953.  125  shs,  br,  printed 

corporate  seal  featuring  rifles  and  pistols.  Horse  on  hind  legs 
biting  arrow.  ABN.  POC.  ($40-Up) 

86  New  Jersey  Shore  Line  RR  (NJ)  1898.  One  share.  036. 

Signed  by  C ha  uncry  Depew  as  president.  Issued  to  and 
endorsed  to  George  F.  Baker  on  verso  by  H.  M.  Twombly, 
American  capitalist  and  railroad  executive  who  was  married 
to  William  H.  Vanderbilt’s  daughter  (Florence  Adclc). 

(5100-Up) 

Small  POC’s  partially  affect  Dc pjcw’s  signature  in  four 
places,  and  Twombly ’s  in  one. 

87  Massachusetts  Bay  1782.  00.14.  (Anderson  MA-12).  Pine 

tree  circled  by  a rattlesnake.  Aged  and  watcrslaincd,  with 
minor  fold  splits . Please  see  Lot  54  for  another  type. 

88  Central  Transportation  (PA)  1881.  22  shs.  Steam  train.  Glue 

remnants  along  left  border  and  small  POC’s  through 
signature.  (530-Up) 

89  American  Spirits  Manufacturing  1899.  100  shs,  all  rd-or. 

CD  for  common  stock.  (520-Up) 

90  New  York  City  Corporation  Street  Improvement  Fund 

Bond  1860.  $1000.  ye  embossed  paper  seal.  City  Hall 
grounds.  NYC  arms.  Slight  scattered  faxing.  Snyder,  Black 
A Stum.  Signed  by  Fernando  Wood  as  mayor.  (550-Up) 

91  Coney  Island  A Brooklyn  RR  (NY)  1908  . 25  shs.  Streetcar. 

Tiny  cancellation  holes.  ($25- Up) 

92  Cleveland,  Palnsville  A Ashtabula  RR  (OH)  1852.  51000 

bond,  gr  embossed  pm  per  seal.  Vintage  train.  Signed  by 
Alfred  Kelly  as  president  and  George  Coe  as  trustee.  A 
similar  certificate  realized  5120  in  our  1990  Sirasburg  Sale. 

(5100-Up) 

93  Central  RR  of  New  Jersey  1872.  $1000  bond,  Cu  (complete 

set  of  coupons),  rd  “S1000”.  Stale  arms.  Rectangular  piece 
cut  out  from  the  lower  right-hand  comer  where  the 
President’s  signature  would  have  bocn.  Small  POC’s  on 

coupons,  else  a large  lovely  unissued  bond.  (5100-Up) 

A specimen  certificate  ($500  denomination)  realized  $310  in 
our  1992  Sirasburg  Sale. 

94  City  Rwy  (OH)  1919.  24  shs,  all  or.  Electric  streetcar.  Rubber 

stamp  cancelled.  NYB.  ($35p) 

95  Cedar  Rapids  A Missouri  River  RR  (1A)  1879.  2 shs,  all  pr. 

Train,  canal,  factory.  Slight  glue  staining  along  left  border, 
else  in  very  nice  condition.  WBN.  (530-Up) 

96  Central  Ohio  RR  (OH)  1866.  Zanesville.  16  shs.  "As 

Reorganized”.  Train,  city  in  the  distance.  Farmer  with 
sickle.  Allegorical  females,  bottom  center.  R44  (initialled 
and  dated).  Active  between  1851-1866;  became  a part  of 
Baltimore  A Ohio  Railroad.  (545-Up) 
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97  Detnoine  Navigation  & RR  (MO-LA-MN)  1854.  25  sh». 

Allegorical  male  on  clcajds,  train  and  ferryboat,  below.  Ink 
cancelled.  Warner  Si  Poor.  Issued  to  and  signed  by  Orville 
Clark  as  president  and  on  verso.  ($60-Up) 

98  Beech  Creek,  Clearfield  St  South  Western  RR  (PA)  1883. 

$2500.  Receipt  for  Assessment  of  500  shares.  Signed  as 
treasurer  by  Cornelius  Vanderbilt,  1843-1899,  grandson 
and  namesake  of  Commodore  Vanderbilt.  Signature  is 
partially  touched  in  three  places.  ($1 75-Up) 

99  Western  Maryland  RR  1917.  $10,000.  First  Mortgage  4%  50- 

Year  Registered  Gold  Bond.  Train,  industrial  town  in  the 
distance.  Tiny  cancellation  holes.  IBN.  Issued  to  John  D. 
Rockefeller,  but  unsigned.  ($50-Up) 

100  British  Canadian  Lumber  (Canada)  1911.  10  shs.  Logging 

scene.  WS.  Handsome  and  unusual!  ($40-Up) 

101  General  Theatres  Equipment  (DE)  1931.  20  shs,  or.  Voting 

Trust  Certificate.  Monogram  flanked  by  reclining  couple. 
CBN.  ($30-Up) 

102  New  York  Stove  Works  (NY)  1895  . 44  shs,  gr.  State  arm 

flanked  by  train  and  steamboat.  FBN  Lith.  ($40-Up) 

103  Boston  Elevated  Rwy  (MA)  1908  . 20  shs,  rd.  Elevated 

railway,  bustling  city  scene.  Small  POC’s  through 
signatures.  Rubber  stamp  cancelled.  ABN.  ($30-Up) 


104  Texas  Central  RR  (TX)  1910.  10  shs,  gr.  Train.  ABN. 

($3<1-Up) 

105  Canada  Southern  Rwy  (Canada)  188_.  $10,000.  Second 

Mortgage  Registered  Bond,  br.  Trains,  left.  Brakcman, 
right.  ABN.  Handsome  unissued  certificate.  ($30-Up) 


106  Edison,  Thomas  A.:  Wisconsin  Cabinet  St  Panel  (NJ)  1917. 

100  shs,  go.  #14.  Eagle  on  shield.  Issued  to  and  signed  by 
Thomas  A.  Edison  as  president  and  on  verso.  Two 
triangular-shaped  COC's  at  bottom  edge  partially  touching 
two  letters  in  Edison’s  obverse  signature,  otherwise  both 
umbrella  signatures  are  dark  and  bold.  Also  accompanied  by 
a similar  unissued  certificate  which  can  be  used  for  repair  or 
display  purposes.  ($2000-Up) 

107  Mobile  St  Ohio  RR  (AL-MS-TN-KY)  1883  . 5 shs,  br.  Injured 

man  waves  a white  flag  to  passing  train.  Slight  glue  staining 
along  left  border.  ABN.  ($40-Up) 

108  Watervilet  Hydraulic  (NY)  1904.  $500.  5- Year  6%  Gold 

Note,  gr.  #5.  Dam.  ($30-Up) 


109  De  Forest  Phonofllm  (DE)  1925.  5 shs,  br.  Signed  by  Lee  De 
Forest  as  president.  ($5 00- Up) 

Lee  De  Forest  (1873-1961)  American  inventor  and  TV 
pioneer,  held  more  than  300  patents  including  the  triode, 
which  is  considered  one  of  the  most  influential  inventions  of 
the  century. 


110  Elkhart  Bridge  (IN)  1903.  10  shs,  gy,  go  embossed  corporate 

seal  and  underprint.  #14.  Unusual  vignette  combination 
featuring  Washington  and  Lincoln,  eagle  with  shield  and 
arrows,  wheat  and  beehive.  ($50-Up) 

111  Clinton  Iron  (NY)  1873.  Kirkland,  Oneida  County.  10  shs. 

Seated  maiden  with  farm  tools.  Issued  to  and  signed  by 
Theodore  W.  Dwight  as  president.  ($4d-Up) 


112  Belmont,  August:  Mohawk  St  Hudson  RR  (NY)  1839.  200 

shs.  Stock  transfer  signed  by  August  Belmont.  Wide  bottom 
margin.  Only  two  signed  by  Belmont  were  found;  the  other 
was  stained.  An  excellent  early  certificate  signed  by  Belmont 
just  two  years  after  he  immigrated  to  the  United  Slates  to 
establish  a banking  firm  bearing  his  name  in  New  York  City. 
Minor  ink  corrosion  affects  the  tail  of  Belmont’s  dark  full 
signature.  ($400-Up) 

113  Mississippi  St  Missouri  RR  (LA)  1856.  20  shs.  Indians  watch 

buffalos  floe  from  train.  Woman  & child  by  stream, 
ferryboat  and  Indian  warrior  - all  at  left.  Signed  by  John  Dlx 
as  president.  Small  POC’s  through  signatures.  Please  see 
Lot  76  for  another  type.  ($80-Up) 

114  International  Traction  (NJ)  1918.  5 shs,  or.  Electric 

trolleybuses  and  a vintage  car.  ABN.  P.  ($35-Up) 

115  Submarine  Signal  (ME)  1936.  605  shs,  gr.  Early  ocean 

steamer  on  rough  seas.  Small  “B” -shaped  POC’s  through 
signatures.  ABN.  ($20-Up) 

116  Chicago,  Indianapolis  St  Louisville  1937.  40  shs,  or. 

Brakcman  and  conductor  at  top  left.  ABN.  P.  ($25-Up) 

117  Nashville,  Chattanooga  St  St.  Louis  Rwy  1886.  100  shs,  gy 

borders,  gr  central  underprint.  Locomotive  leaving  covered 
turntable.  Small  steam  engine,  bottom  center.  Small  POC’s 
through  signature.  NBN.  ($35-Up) 

118  Illinois  Athletic  Club  of  Chicago  1952.  Certificate  of 

Membership.  Club  building.  A tiny  edge  tear  on  top  and 
bottom  edges,  three  small  punch  holes  at  lower  left  border, 
else  nice  and  neat.  ($20-Up) 

119  Mercantile  Club  1914.  go  embossed  seal.  Certificate  of 

Membership.  Fancy  “M”  on  title.  ($25-Up) 

120  Orangeville  St  Lehigh  RR  (PA)  1893.  3 shs,  gy,  or 

underprint.  #29.  Unlisted  in  Railroad  Names.  ($3 0-Up) 

121  Cincinnati  Land  Shares  (OH)  1929.  85  shs,  gr,  go  embossed 

corporate  seal.  Seated  allegorical  female  flanked  by  city  and 
Indian  camp.  A tiny  edge  split  on  top  right.  ($25-Up) 

122  United  States  Steel  (NJ)  1928.  18  shs,  ol.  Steel  workers.  Two 

marginal  edge  splits  which  have  been  repaired  by  paper  tape 
on  verso.  Tiny  cancellation  holes.  ABI^.  P.  ($20-Up) 

123  Pocahontas  Fuel  (WV)  1916.  10  shs,  go  embossed  corporate 

seal  and  underprint.  #10.  Train  emerging  from  tunnel.  POC. 

($20- Up) 

124  Oriental  Consolidated  Mining  (WV)  1933. 17  shs,  gr.  Lovely 

allegorical  female  with  sword,  shamrock.  ABN.  Attractive 
and  first  time  offered  in  our  sale.  ($40-Up) 

125  Lone  Pine  Mining  (WV)  1901.  20  shs,  br-rd.  Miners  in  a 

circle  amidst  an  ornate  title.  NYBN.  ($40-Up) 

126  Atlantic  Horse  Insurance  (RJ)  1914.  Providence.  225  shs,  gy, 

gr  underprint.  Eagle.  Preferred.  ($25- Up) 


127  Round  Mountain  Mining  (NV)  1910.  Goldfield.  100  shs,  br. 

Handsome  boy.  Columbia,  either  side.  Smaller  formal. 
August  Gast  Bank  Note.  ($40-Up) 

128  Bachman  Gold  Dredging  (WA)  1902.  50  shs,  gy  borders,  go 

embossed  corporate  seal  and  underprint.  Sluice  boxes 
flanked  by  prospectors  in  circles.  ($35-Up) 

129  Wlllys-Over land  (OH)  1929.  One  share,  bl.  Monogram 

flanked  by  winged  allegorical  figures.  ABN.  Active  between 
1914-1942,  this  company  is  the  predecessor  of  what  is  now 
Jeep  Corporation.  ($35-Up) 

130  Lincoln  Motor  (DE)  1920.  20  shs,  or.  Temporary  Certificate. 

Tiny  cancellation  holes  through  signatures.  ABN.  Sigwd  by 
Wilfred  L eland  as  VP  and  Wm.  T.  Nash  as  treasurer. 

($50-Up) 

131  San  Francisco  City  & County  (CA)  1908.  $1000.  Fire 

Protection  Bond,  rd,  white  embossed  seal.  The  great  White 
Fleet  in  formation  flanked  by  the  U.S.  and  City  flags. 
Trimmed  to  border  at  top,  tiny  cancellation  holes,  else  nice 
and  crisp.  WBN.  ($50-Up) 

132  Crowell  St  Thurlow  Steamship  (ME)  1920.  20  shs,  or 

borders,  go  embossed  corporate  seal  at  bottom  center.  Steam 
ship.  FL-ABN.  ($30-Up) 

133  Alton  Manufacturing  (NY)  1906.  One  share,  or.  Fancy  title 

flanked  by  seated  allegorical  figures.  Boston  Bank  Note. 

($25-Up) 

134  Pioneer  Steamship  (OH)  1921.  Mentor  Special  District,  Lake 

County.  2 shs,  gy  borders,  or  security  underprint.  Ocean 
liner.  Tiny  cancellation  holes.  ($30-Up) 

135  Old  Colony  Steamboat  (MA)  1882.  13  shs.  Steam  paddle- 

wheeler.  Rubber  stamp  and  ink  cancelled.  ($40-Up) 

136  Interborough  Consolidated  (NY)  1918.  27  shs,  bl.  Winged 

allegorical  male  holding  light  bulb  and  winged  wheel. 
Lightly  soiled  and  ragged  right  edge.  ABN.  (®S-Up) 

137  Studebaker  (NJ)  1935.  One  share,  br.  “FIRST 

STUDEBAKER  SHOP”  vignette.  ABN.  ($45-Up) 

138  Anglo-American  Oil  (TX)  1902.  Beaumont.  200  shs,  gy,  go 

embossed  corporate  seal  and  underprint.  Oil  field.  ($20-Up) 

139  Bessemer  Rolling  Mill  (AL)  1900.  Bessemer.  138  shs.  Tiny 

cancellation  holes,  few  scattered  light  glue  stains.  ($20-Up) 

140  Illinois  Central  RR  1946.  One  share,  br.  Route  map  at  left. 

Tiny  cancellation  holes.  ABN.  ($20-Up) 

141  Pacific  RR  of  Missouri  1875.  100  shs,  gr  borders  and  security 

underprint.  Train  passing  large  tank.  Seibert  & Bros. 

(S40-Up) 

142  Universal  Theatre  (NC)  1916.  One  share,  br.  Seated 

allegorical  female  flanked  by  factory  and  steamboat. 
Trimmed  close  to  border  on  top  and  at  right.  ($20-Up) 

143  Bonanza  Chief  Gold  Mining  (MT  Terr)  1881.  100  shs. 

Miners  working  while  supervisor  looks  on.  Indian  warrior. 
ABN.  ($40-Up) 

144  San  Juan  Gold  Mining  (AZ  Terr)  1903.  500  shs,  br,  go 

embossed  corporate  seal.  Proud  Indian  warrior,  top  left. 
Adams  & Grace.  As  indicated  on  verso,  this  is  a part  of  the 
Wilson  Collection  of  the  Santa  Barbara  Museum,  Santa 
Barbara,  CA.  ($35-Up) 

145  Monarch  Royalty  (DE)  1930.  1000  shs.  Lion.  WBN.  ($25-Up) 
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ABN  American  Bank  Note 

CBN  - Columbian  Bank  Note 
DTL  - Draper,  Toppan,  Longacre  Sc 
DW  - Danforth,  Wright  Sl  Co. 

EAW  - E.A.  Wright  Banknote 
FBN  - Franklin  Bank  Note  Co. 

FLB  - Franklin-Lee  Bank  Note  Co. 
IIBN  - Hamilton  Bank  Note 
IILB  Homer  Lee  Banknote 

IBN  - International  Bank  Note 
NBN  - National  Bank  Note  Co. 

NYB  - New  York  Bank  Note  Co. 
RWH  - Rawdon,  Wright  & Hatch 
SBN  Security  Bank  Note  Co. 

SCB  - Security  Columbian  Banknote 
TCC  - Toppan,  Carpenter,  C as  dear 
WBN  - Western  Bank  Note  Sl  Engrave 
WS  Watcrlow  Si  Sons 
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Lot  Nos.  106  - 114 


Lot  Nos.  115  - 122 


FRIENDS  AUCTION  #45 


Advertisement 


Lot  Nos.  123  - J 30 


Lot  Nos.  131  - 138 


Lot  Nos.  139  - 145 


TERMS  OF  SALE  

1 . All  itexnt  in  thit  ctttlofue  ire  {uutnleed.  If  tny  tubtunliil  defect,  me  described  in  the  ctttloftK,  it  found  by  • purctwier  who 

un»ble  to  examine  the  lou  prior  to  the  i*k,  the  Merit)  in  question  miy  be  returned  within  three  deyr  of  receipt. 

2.  Ejumile*  of  vtlue,  printed  tAer  etch  lot,  tie  oily  tppraximtticnt,  tnd  the  price  retliied  mty  be  lower  or  hi*)*r.  All 
oenifictlet  tie  ittuod,  catme  nock,  tnd  in  very  fine  condition,  teiktt  cletrN  detcribed  otlxrwfee. 

3 Plette  bid  etrly  Bidt  tie  tlwtyt  uted  ocnqjetilively,  bidt  will  be  excelled  tt  the  krneet  pottible  price.  We  never  ditdcec 
high  bidt,  btt  will  jive  in  indictlion  of  the  level  of  bidt  Bidden  imlmown  to  ut  ire  required  to  tend  t 23  * dcpotil  or  tuitibfe 
reference* 

4.  All  bidt  mutt  be  received  before  the  publithed  detdline  We  will  tcoept  bidt  by  lelepbor*  it  (212)  943-1*80  tnd  by  FAX  It 

(212)  908-4047.  Price*  retlixed  will  be  publithed  in  the  next  ittue  of  FrWr.  If  you  an  type  your  bid  thcet,  we  will 

lf*rteciile  it. 

3.  The  tuctiorteer  reterve*  the  ri»ht  to  withdrew  lou  n uiy  time  prior  to  tile. 

6.  A oommitKn  tithe  rmle  of  10*  of  the  trimmer  price  of  etch  lot  told  it  ptytble  by  the  buyer  to  R.  M.  Smythc  * Co.,  Inc. 

UnlcM  exempt,  the  puidtucr  will  be  repaired  to  pay  appropriate  aalea  lax. 

8.  Lott  mutt  be  ptid  for  within  ten  dtyt  tfler  tile.  Ute  ptym enu  will  be  tubject  to  chtrje*  tt  1 .5*  per  moMh. 
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, MORE  STOCK  & BOND  CERTIFICATES!  • 

0 If  you  enjoy  collecting  certificate*  and  would  like  to  participate  in  ♦ 
• all  the  excitement  of  a grand  auction,  aubacribe  to  R.  M.  SMYTHE  * 
0 auction.  Subacription  rate*  are  155  (U.  S.  A Canada),  $70  ♦ 
0 (international),  or  $12.50  per  catalogue.  Subscribe  now  and  join  the  * 
0 excitement!  * 


R.M.SMVTHE 


ESTABLISHED 

26  Broadway,  New  York,  NY  10004  • 212-1>43-1880 
1-800-622-1880  • FAX  212-908-4047 


Items  of  Interest 


Fraunces  Tavern  Museum  invites  you  to  visit  "Come  all  you 
Gallant  Heroes:"  The  World  of  the  Revolutionary  Soldier, 

an  exhibition  exploring  the  experiences  of  the  soldier  of  the 
American  War  for  Independence. Fraunces  Tavern  Museum  is 
located  at  54  Pearl  Street,  New  York.  NY  10004.  The  exhibit  will 
be  open  through  August  14.  1992.  For  more  information  call 
(212)  425-1778. 

Does  your  student's  school  participate  in  THE  STOCK 
MARKET  GAME?  It  is  a successful  program  of  the 
Securities  Industry  Foundation  for  Economic  Education 
with  a goal  of  improving  economic  education  nationwide. 

For  more  information  on  school  participation  contact  the 
Securities  Industry  Association  at  (212)  608-1500. 


Come  visit  The  Thomas  Newcomen  Library  and  Museum 
in  Steam  Technology  and  Industrial  History,  set  in  the 
rolling  hills  ol  Chester  County.  PA.  The  museum  houses  a 
collection  of  beautifully  crafted  electrically-operated  scale 
models  and  actual  steam  engines  of  all  types,  from  a 1735 
Newcomen  pumping  engine  to  the  stationary,  marine,  locomo- 
tive and  automotive  steam  engines  of  the  early  20th  century. 
The  Newcomen  Library  and  Museum  is  located  at  412 
Newcomen  Road,  Exton,  PA  19341.  For  schedule  information 
call  (215)363-6600. 

/ Send  us  information  on  events  of  interest  to  our  readers  taking  place  in 
your  area.  Whether  it  he  an  auction,  exhibition , lecture,  workshop  or 
tour  we  d like  to  know  about  it  so  we  can  pass  the  word  along.  Be  sure  to 
include  dares,  times,  locations  and  a phone  number  for  further 
information.] 


Classified  Advertisements 


BUSINESS  AND  FINANCIAL 
HISTORIES  AND  BIOGRA- 
PHIES - Out-of-print  books 
selected  for  collectors  of  financial 
history  and  scripophiiy. 

Catalogs  issued. 

Ray  Boas.  Bookseller. 

407  Haddon  Avenue,  Haddonfield. 
NJ  08033  (609)  795-4853 


QUALITY  STOCK  CERTIFI- 
CATES. LARGE  LIST  SASE. 
100  different  $31.  5 Lots  $130. 
Satisfaction  Guaranteed . 
CLINTON  HOLLINS.  BOX  112M, 
SPRINGFIELD.  VA  22150 


WANTED:  Sports-oriented 
certificates  and  paper  memorabilia. 
(800)  552-9836.  Ask  for  Steve. 


CANADIAN  STOCKS,  BONDS, 
CHEQUES.  Buying  - Selling. 
Free  lists  of  railroads,  mining, 
industrials.  CAPRA,  6 Regency 
Court,  Oakville,  Ontario.  L6H  2P7 
Canada,  (416)  845-2860. 


SPECIAL  OFFER: 

Friends  of  Financial  History, 
No.  I through  7,  @ $25.  set; 
One  copy  each  of  all  Friends  tall 
issues,  (13  magazines)  @ $39.  set; 
One  copy  each  of  all  Friends  still 
in  stock  (25  magazines)  @ $75. 

Limited  sets  available, 
order  now! 


Wanted!  Mining  bonds/stock  certs 
lor  The  Shasta  National  Copper 
Co;  Bully  Hill  Copper  Mining  & 
Smelting  Co;  Balaklala  Copper 
Co:  Balaklala  Consolidated 
Copper  Co.  J.  Viscaino,  8921 
Redbank  Rd..  Redding,  CA  96001 


Celebrate  Spring 
at  THE 

Historic  Strasburg  Inn 


(17  minutes  from  downtown  Lancaster,  PA) 

Located  on  58  scenic  acres  in  the  heart  of  the  Amish  farmlands 

• 102  Room  Bed <St  BreaJfdst  Inn 

1 • Newly  Renovated  Rooms 

• Dining  Rooms  and  Banquet  Rooms 

V • By  George,  Tavern 

• Meeting  Rooms  & Exhibit  Area 

^ • Group  Rates  Available 

• Outdoor  Pool,  Game  Room,  Bicycles 
For  More  Information,  write 


Historic  Strasburg  Inn 


Rou*  *CBtxrs  PA  1 7579  71 7-467-7691 


Display  Advertising  Rates 


Full  color  back  cover:  7 1/2"  x 10" $900. 

Full  Page:  7 1/2"  x 10" $300. 

One-Half  Page:  4 1/2"  x 7" $225. 

One-Quarter  Page:  3 3/4"  x 4 1/2" $150. 


Halftones  in  your  ad  will  be  billed  at  $35  ea.  Typesetting  services  are  available  at  $50  an  hour  with  a one  hour  minimum.  Produc- 
tion services  will  be  performed  by  our  printer  and  charged  along  with  any  halftone  and  typesetting  charges  with  your  space  bill. 

Advertising  deadlines  are  three  weeks  prior  to  publication  date.  Insert  rates  are  available  upon  request. 

Payment  in  US  dollars,  bank  in  US.  or  bank  wire  to  Republic  National  Bank,  Four  World  Trade  Center,  ABA#  026-004828,  Account 
#456-022-430. 


Production  Schedule  for  1992  Friends  issue  #46,  May;  #47,  July;  #48.  September;  #49,  November. 
Plan  your  advertising  now  and  be  sure  to  ask  about  our  multi-ad  commitment  discount  packages. 


Classified  Advertising 

Open  rate  $5  per  line,  3 line  minimum.  Payment  must  accompany  all  orders  for  classified  ads.  It  payment  is  not  included  with  ad 
request,  it  will  not  run. 


Friends  of  Financial  Flistory  48 


Brad,  Kristy,  Ben,  Adam  and  Alisa  from 
Eustis  High  School  are  a success  story. 

They  played  the  Stock  Market  Game  and  Won! 


They  prove  that  you  don't 
need  to  be  from  a big  city  to 
do  well  in  the  Stock  Market. 


Eustis.  Nebraska,  population  4b().  is  lo- 
cated in  the  south  central  part  of  the 
state.  Seventy-five  students  are  enrolled 
in  Eustis  high  school. 


The  Stock  Market  Game  is  currently  in 
its  its  sixth  year  in  Nebraska  and  has 
helped  over  9.000  students  learn  about 
the  financial  and  economic  systems  of 
the  United  States.  With  the  aid  of  work- 
shops and  video  tapes,  the  Stock  Market 
Game  is  made  accessible  state-wide  to 
all  Nebraska  students. 


The  Stock  Market  Game  is  sponsored  by 
The  Nebraska  Council  on  Economic  Education  and 
Securities  Industry  Association 

Local  Sponsors 

Ameritas  Investment  Corporation 
Kirkpatrick.  Pettis,  Smith.  Polian  Inc. 

Central  States  District  - Securities  Industry  Association 
Dain  Bosworth  Incorporated 
Werner  Enterprises  Incorporated 
ValCom  Incorporated 
Lincoln  Journal-Star 
Omaha  World- Herald 
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THE 

PENN 

CENTRAL 

COLLECTION 


ALL  3 OF  THESE 
CERTIFICATES 
& LATEST  PRICE  LIST 
$1.00  POST  PAID 


Mail  $1  for  each  set  requested  to  R.M.Smythe  & Co.,  Inc.  26  Broadway,  Suite  271 

New  York,  NY  10004-1701 

Include  with  your  order  request  your  name  and  mailing  address. 


